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1. Main Political Teachings of Qur’an 

The political philosophy of the Qur'an is essentially based on its fundamental concept of the 

universe which should be clearly kept in mind for its proper appreciation and right appraisal. If 

we study this concept of the universe from the political point of view, the following four points 

vividly come into prominence 

(a) That God is the creator of the whole of this universe including man and all those things which 

he exploits and harnesses into his service.  

(b) That God Himself is the sole master, ruler, director, and administrator of His creation.  

(c) That sovereignty in this universe does not and cannot vest in anyone except God. Nor has 

anyone else any right to share this sovereignty with Him.  

(d) That all attributes and powers of sovereignty are solely His prerogatives. He is living, self 

existent, self-sufficient, eternal, omniscient, omnipotent, and exalted above all flaw, defect, or 

weakness. His is the supreme authority; everything submits to Him willingly or unwillingly; to 

Him belong all powers. He can dictate whatever He likes and none has the power to interfere in 

or review His commandments. No one can intercede with Him save by His leave. Nobody has 

the power to harm those whom He intends to benefit and none can protect whom He intends to 

harm. 

He is accountable to none; everyone else is accountable to Him. He is the guardian of one and 

all. He can protect against all, but none can give quarters against Him. His are the powers of 

inflicting punishment or granting forgiveness. He is the supreme Lord over all other rulers. He 

grants an opportunity to rule on His earth to whomsoever He desires and withdraws this privilege 

whenever He so wills. 

These essential powers and attributes of a sovereign being vest solely in God.  

2. On the basis of this concept of the universe the Qur'an asserts that the real sovereign of 

mankind too is the same as the sovereign of the whole universe. His is the only rightful authority 

in human affairs just as in all other affairs of creation. No one else be he human or non-human 

has any right to give orders or decide matters independently. 



There is, however, one vital difference. In the physical sphere of the universe the sovereignty of 

God is established by itself regardless of whether one willingly submits to it or not. In that sector 

of his life even man has no option to do otherwise. He too finds himself totally regulated by the 

inexorable laws of nature like any other object from the tiniest speck of an atom to the 

magnificent galaxies in space. 

But in the volitional sphere of his life man has been allowed a certain amount of free-will and 

God has not coerced him to an unwilling submission. Herein He has chosen only to invite and 

persuade mankind through His revealed Books (the last of which is the Holy Qur'an) to surrender 

themselves before His Lordship and acknowledge His sovereignty with deliberate willingness. 

The Qur'an has discussed the different aspects of this subject at great length. For instance: 

(a) The Lord of the universe is indeed the Lord of man, and this position must be fully 

recognized by him.  

(b) God alone has the right to decide and order. Mankind should submit to none save Him. This 

is the only right course.  

(c) The right to rule belongs to God alone because He is the creator.  

(d) The right to order and decide belongs to God because He is the ruler of the universe.  

(e) His rule is right and just, because He alone comprehends reality and none else is in a position 

to give unerring guidance.  

3. On these grounds the Qur'an lays down that an unadulterated obedience is the due of God 

alone; that it is His Law that should rule supreme; and that to obey others or to follow one's own 

wishes against the Law of God is not the right way.  

The Qur'an also asserts that no one has the right to transgress the limits that have been laid down 

by God for the regulation of human affairs.  

It also points out that all orders and decisions in contravention of the Law of God are not only 

wrong and unlawful but also unjust and blasphemous. It condemns all such orders as anti-Islamic 

and the attempt to abide by them as negation of faith.  



4. Then the Qur'an says that prophets are the only source of our knowing the Law of God. They 

alone are the bearers of revelation and are in a position to convey to mankind the commandments 

and directions of their Lord. 

They again are the persons divinely authorized to explain those commandments by their word 

and deed. Thus, the prophets are embodiments of the legal sovereignty of God. That is why 

obedience to them has been considered to be obedience to God Himself and faith in them has 

been made a necessary condition for demarcating belief from disbelief.  

5. According to the Qur'an, the commandments of God and the Prophet of Islam constitute the 

Supreme Law and the Muslims as such cannot adopt any attitude other than that of complete 

submission to it. A Muslim is not allowed to follow his own independent decisions in matters 

which have been finally and unequivocally decided by God and His Apostle. To do that is a 

negation of faith.  

6. The right form of government for mankind according to the Qur'an is one in which the State 

relinquishes its claim to sovereignty in favor of God and, after recognizing the legal supremacy 

of God and His Apostle, accepts the position of Caliphate (vicegerency) under the suzerainty of 

the Rightful Ruler. In this capacity all the legislative, executive, and judicial powers of the State 

will necessarily be circumscribed by the limits which have been described in paras 3, 4, and 5 

above.  

7. The conception of Caliphate as it has been put forth by the Qur'an, can be summed up in the 

following terms 

(a) All the powers that man possesses in this world are in fact not his own, but have been 

endowed to him by God Almighty. The Lord Himself has assigned to man the position in which 

he may exercise these delegated powers within the limits prescribed by Him. Man is thus not an 

independent master but a vicegerent of the real Sovereign.  

(b) Every nation that acquires the power and authority to rule over any part of the world is in 

reality a vicegerent of God in its domain.  



(c) This vicegerency, however, cannot be right and lawful unless it is subservient to the 

commandments of the real Sovereign. Any State independent of Him and not subservient to His 

commands is not a vicegerency. It is really a revolt against the Lord.  

8. The constitution of such a State shall be based on the following principles: 

(a) “O ye who believe! Obey Allah, and obey the Apostle and those of you who are in authority; 

and if you have a dispute concerning any matter, refer it to Allah and the Apostle if ye are (in 

truth) believers in Allah and the Last Day. That is better and more seemly in the end.”  

This verse elucidates five constitutional points: 

(i) That obedience to God and His Apostle must be given priority to every other obedience. 

(ii) That obedience to those who are in authority is subject to the obedience to God and His 

Apostle. 

(iii) That the Head of the State must be from amongst the believers. 

(iv) That it is possible for the people to differ with the government and its rulers. 

(v) That in case of dispute the final authority to decide between them is the Law of God and His 

Apostle. 

9. All citizens of the State, whether Muslims or non-Muslims must be guaranteed the following 

fundamental rights, and it is the bounden duty of the State to safeguard them against all types of 

encroachment: 

(a) Security of person.  

(b) Security of property.  

(c) Protection of honor.  

(d) Right of privacy.  

(e) The right to protest against injustice.  

 

 



2. Development of Islamic Political Thought  

Both Islamic history and Islamic political thought began in the twilight of Late Antiquity with 

the hijra, the emigration of the Prophet from Mecca to Medina in 622. During his prophetic 

career in Mecca, Muhammad preached with the expectation of apocalyptic end times, focusing 

his listeners on their future in the hereafter and reminding them of their individual accountability 

before God. In Medina, he changed course, dominated by the urge to establish the collective 

religious unity of a community that would enter history here and now, and shape a polity in this 

world. Once the proclamation of the Qur’an came to an end with the death of the Prophet, 

eschatological concerns faded; Muslims focused on the victories of the Arab conquest and the 

resulting exigencies of empire-building and the shaping of polity. The caliphs took charge in 

their succession to the Prophet as leaders of the community. The crisis (fitna) of fraternal wars of 

succession within the ranks of the believers pitted insiders against outsiders, early Arab Muslims 

against new client converts, orthodox against heterodox, tribes against tribes, regions against 

regions, and dynasties against dynasties. It gave rise to sects and parties but, ultimately, did not 

dismantle the body politic, even though, from the ninth century onward, it allowed for the 

separation of political functions between caliphs, military amirs, and viziers administering the 

state. Neither the bifurcation of the caliphate in the middle of the tenth century into the Muslim 

East under the Buyid amirs in Baghdad and the Muslim West of the Fatimid caliphs in Cairo 

(and the Umayyad caliphs in Córdoba) nor the influx of Turks and Mongols, respectively, in the 

middle of the 11th and 13th centuries destroyed the cohesive but highly flexible structure of the 

Islamic polity.  

Early medieval Islamic political thought proved masterfully able to build on the rudimentary 

foundations of the earliest phase of Islam. Although the Qur’an was not designed to be a book of 

political thought, it included language that Muslim political thinkers adopted in their formulation 

of essential concepts. In addition, Muhammad’s organization of Medinan society, through a 

document known as the Constitution of Medina, offered a model of applied political thought and 

a glimpse into the Prophet’s pragmatic approach toward the creation of a new polity. The first 

four caliphs conquered and quickly established themselves as administrators of the core lands of 

the future empire and encapsulated their political vision in short directives and instructions. In 

Umayyad times, the caliphs defended Muslim interests, regarding the state as their family’s 



benefice. The people, most of whom were non-Muslim, were regarded as clients under the 

caliph’s patronage, providing the tax revenue needed by the state. As deputy (khalīfa) of the 

Prophet, the ruler oversaw the rule of law and demanded unconditional obedience on the part of 

his subjects. Differing views about government and society were put down decisively as 

manifested by the neutralization of the Shi‘is and the suppression of the Kharijis. 

The articulate political thought developed by the Muslim philosophers argued for a political 

society (madīna) that evoked the Greek ideal city (polis), whence derived the name of madīnat 

al-salām (City of Peace) that the Abbasids adopted for Baghdad, their capital. Farabi (870–950) 

and Ibn Sina (980–1037), both hailing from Transoxiana, focused on the center of the empire and 

supported the ideal of the philosopher-king, an ethically perfect individual, as head of a virtuous 

polity. Farabi’s ideal of “the virtuous city” (al-madīna al-fādila) offered a systematic thesis on 

the state as the perfect society, in which rational integrity and right conduct are the means for 

achieving supreme felicity (sa‘āda). Just as the human body has different parts doing different 

work in a harmonious manner, so too does the body politic require an efficient division of labor. 

Just as the body has a head to rule it, so too society has a chief to rule it, guiding society toward 

becoming an ideal community of the virtuous. Ibn Sina’s chapter on governance (siyāsa) in his 

encyclopedic work, The Healing of the Soul (al-Shifa’), stressed the principle of human 

interdependence and promoted the ideal of the lawgiver who is both philosopher and prophet. 

Responding to the need for human government in a religious polity and reminding believers of 

God and the afterlife, the ruler guarantees the observance of the civil (nāmūs) and religious 

(Shari’ah) law. 

The political vision of Sunni Islam can be traced in two classical works on public law: the Arabic 

treatise on The Principles of Power (al-Ahkam al-Sultaniyya) by Mawardi (974–1058), the 

honorary chief judge of the Abbasid caliphs, who defined the standard theory of the Sunni 

caliphate and its institutions from the perspective of the ‘ulama’; and the Siyasatnama, the 

famous Persian work on statecraft by Nizam al-Mulk (1018–92), chief vizier of the Seljuqs, that 

gives expression to the views of the clerical class. Nizam al-Mulk also created the foundations of 

a network of educational institutions (madrasas) that offered scholars of law and religion lecterns 

and listeners for the dissemination of their works for many centuries. The Siyasatnama, together 

with the Qabusnama, written in 1082 by Kay Ka’us, represents the apogee of the literary genre of 



nas≥īh≥at al-mulūk (Advice for Rulers), that is, Mirrors for Princes literature that counseled 

political leaders on statecraft and diplomacy. Thriving for more than a millennium, the genre 

continued with treatises of Sufis and courtiers on ethical conduct in political life, and reached its 

final flourishing during the Mughal and Ottoman empires. The impact of medieval Islamic 

political thought is best exemplified by the classical work of Ghazali (1058–1111), presented 

with great didactic clarity in his encyclopedic Revival of the Religious Sciences (Ihya’ ‘Ulum al-

Din), which relied on the legal tradition of the Shafi‘i school of law and the theological tradition 

of Baqillani (d. 1013) and Juwayni (1028–85). The major achievement of Ghazali’s magisterial 

work, however, was the theological and ethical platform he laid for Islamic political institutions, 

a platform that enabled the moral and religious renewal of Islamic society. Offering a Sunni 

theological interpretation of political thought, Fakhr al-Din al-Razi (1149–1209) tried to combine 

dialectical theology with a modified version of Ibn Sina’s philosophy in order to support the 

doctrine that the existence of the king-emperor, namely, the caliph, is necessary to maintain the 

order of the world. 

Two writers on Islamic political thought stand out in the late Middle Ages during the period of 

fragmentation and before the establishment of the three empires: Ibn Taymiyya (1263–1328) and 

Ibn Khaldun (1332–1406). Ibn Taymiyya, a Hanbali scholar of law and theology, who was active 

in Damascus and Cairo, engaged in bitter controversies with rationalism, Sufism, Shi‘ism, and 

Christianity. He championed the legal method of individual reasoning (Ijtihad) to discern the 

consensus of the believers and chose the middle ground between reason and tradition, as well as 

between violence and piety. He proclaimed that religion and state need one another because 

perfect spiritual and temporal prosperity is achieved only when religion is put into practice by 

religious law that is enforced by a leader who accepts the duty of commanding good and 

forbidding evil. Ibn Taymiyya maintained that the principles of the state’s power ought to be 

applied rigorously through the use of the Shari’ah enforced by the ruler—an ideal that the 

Wahhabi movement adopted in the 18th century. Ibn Khaldun was active in North Africa, Spain, 

and Egypt during periods of dynastic declines. Although he studied broadly in philosophy, law, 

and theology, he presented an empirical analysis gleaned from the history of the Berbers and 

Arabs in North Africa. His study of the history of civilization revealed a cyclical pattern: the rule 

of nomadic chieftains would gradually evolve into kingship in a civilized society that, in turn, 

would be overthrown by another nomadic group. In order to break the cycle, authority of 



leadership had to emerge from natural dominion, pass through the stage of government by men 

of intelligence and insight, and stabilize itself in a polity based on the principles of religion laid 

down by God, as exemplified ideally by the rule of the Prophet and his successors, the caliphs. 

During the 19th century, half of the Islamic world passed under the formal colonial rule of 

European states—geographically tiny but militarily and economically mighty countries in 

comparison to the vast Muslim territories they ruled and controlled. The reaction of the Islamic 

intelligentsia to this overpowering control from without was one of reform and revival from 

within, spearheaded by social and political reformers, some of whom were journalists rather than 

scholars steeped in Islamic law and religion. Perhaps the most outstanding figure among them 

was Jamal al Din al-Afghani (1839–97), an austere man of Shi‘i Persian origin and a charismatic 

lecturer with only a small number of published works. Active in Istanbul, Cairo, Paris, London, 

India, Russia, and Iran, he devoted his life to the reviving of Muslim intellectual and social life in 

pamphlets and political articles, commented on current affairs, and, in travels and speeches, 

agitated for the resurrection of a reformed and purified Islamic identity in the face of European 

encroachment. Teaching orthodox religion to the masses and natural-law rationalism to the elite, 

he attacked Darwin in his refutation of materialism and asserted that only religion ensures 

stability of society, whereas materialism causes decay and debasement. Longing to recreate the 

glory of Islam in a Pan-Islamic state, Afghani argued that Islam’s ultimate orientation toward 

God enabled it to organize the finest possible political community. 

Political thought of Abu Hanifa 

According to Abu Hanifa: 

1. “The best of men after the Prophet of God (on who be peace) was Abu Bakr. After him was 

‘Umar, after him ‘Uthman, and after him ‘Ali. They were all just men and abided by the 

right.”18 ‘Aqidah Tahawiyyah further explains it like this, “We believe Abu Bakr (with whom 

God be pleased) to be the best of men after the Prophet of God (on whom be an everlasting 

peace). We recognize his title as the Caliphate as prior to that of others, then ‘Umar’s, then 

‘Uthman’s, then ‘Ali’s – and they are the Right-guided Caliphs and the ‘Right-going leaders.’”  

It is a matter of interest to note that personally Abu Hanifah loved ‘Ali more than ‘Uthman,  and 

believed that neither of them should be ranked above the other. Formulating the creed, however, 
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he accepted whole-heartedly the decision of the majority of his day in choosing ‘Uthman as 

Caliph after ‘Umar, and agreed that in the ranking of the “Right-guided” Caliphs the order of 

their Caliphate was also the order of their superiority to one another. 

2. “The Companions of the Prophet are not to be spoken of but respectfully.” ‘Aqidah 

Tahawiyyah elucidates it further, “We treat all the Companions of the Prophet respectfully. We 

do not love anyone of them beyond measure, nor censure anyone of them. We do not like one 

who bears them or mentions them with disrespect. We mention them in none but a good way.”  

Abu Hanifah did not hesitate to express his opinion on the mutual war of the Companions, and 

said unambiguously that in the war between ‘Ali and his adversaries (and evidently the 

participants of the battles of the Camel and Siffin are included among them) ‘Ali stood by right 

more than they, yet he altogether refrained from inflicting reproach on the other side. 

3. “Faith is synonymous with owning and believing. To have faith is to own and believe (in God 

and his Prophet).” In al-Wasiyyah it is explained in these words, “To have faith in something is 

to own it with the tongue and believe in from the heart,” and further, “Faith is not owning alone, 

nor believing alone.” In another place we find, “Action is something different from faith, and 

faith is different from action. Often a man is exempt from a certain action but he is not exempt 

from faith. For instance, it may be said that a poor man is exempt from the payment 

of zakat (prescribed charity), but it cannot be said that he is exempt from bearing faith, also.” 

Thus, Abu Hanifah refuted the Kharijite theory that action formed part of faith and hence sin was 

synonymous with disbelief, or, in other words, that a crime necessarily meant treason. 

4. “We do not ex-communicate a Muslim for any sin, however grave it may be, unless he affirms 

that it is ‘allowed.’ We do not divest him of belief. We call him a believer. A believer may be a 

transgressor, without being an infidel.”  

Abu Hanifa on State and Caliphate 

Abu Hanifah’s views on sovereignty were identical with the generally known basic view of 

Islam on this issue, namely, 1) that the true sovereign is God, 2) that the Prophet is to be obeyed 

as God’s accredited vicegerent, and 3) that the Shari‘ah, i.e. the Law of God and His Prophet, is 

the supreme Law to which all must submit with demur or reservation. Abu Hanifa, pre-eminently 

a jurist, has stated this doctrine rather in terms of law than of politics. He says, “When I find an 



order in the Book of God, I take it from there. When I do not find it there I take from the 

accredited practice, word, or tradition of the Prophet, coming down to us through reliable 

sources. When I do not find it either in the Book of God or in the Prophet’s Sunnah, I follow the 

(agreed) opinion of the Prophet’s Companions. In case of difference of opinion among them I 

adopt the opinion from outside...As for others, I have as much right to sift and draw conclusions 

as they have.” 

Abu Hanifah regarded the Qur’an and the Sunna as the final authority. Legal sovereignty, 

according to him, rested with God and the Prophet, and reason and judgment (qiyas and ra’y) 

were to be employed in the service of legislation only in matters where they had given no 

instruction. The precedence given by him even to an “isolated” opinion of the Companions was 

also based on the possibility of their being aware of some instruction from the Prophet (about the 

matter under reference) which may have been the basis of the opinion. 

Regarding the Caliphate his views were most clear cut and unambiguous. According to him, to 

seize power by force and later regularize it by exacting allegiance under duress was no lawful 

way of being chosen for it. A Caliph should be chosen after consultation and in conference with 

the wise that are entitled to give opinion (ahl al-ra’y).  

Caliph’s Qualification 

Abu Hanifah’s opinion with regard to the first was that a Caliph must be a just person. One who 

is cruel and corrupt cannot be a Caliph, a judge, a governor, a pronouncer of legal verdict 

(Mufti), or an arbiter. If such a person comes to office, his Caliphate will be null and void and 

the public owes him no obedience. However, notwithstanding his usurpation of power, all the 

social dealings and obligations executed by Muslims under him in accordance with 

the Shari‘ah will have legal sanction and the just decisions of the judges appointed by him will 

take effect. 

The Exchequer and the Public’s Right of Ownership 

The most reprehensible of all indulgences of the Caliphs of his day in eyes of Abu Hanifah were 

their reckless waste of public exchequer and their illegal seizure of people’s properties. As we 

have already quoted al-Dhahabi, according to Abu Hanifah, oppression and illegitimate use of 
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public money in a ruler rendered his title to Caliphate void. Not only that, he even did not allow 

the tokens of goodwill and presents received from foreign States to be made the personal 

property of the Caliph. These things were also deposited into the treasure, not with the Caliph or 

his family, for the obvious reason that had he not been the head of State and thereby become 

conspicuous in the international world, none would have sent him those presents.52 He also 

objected to the Caliph’s squandering of public money and his giving gifts out of it. This was one 

of the main reasons why he himself accepted no gifts from the Caliphs 

Freedom of Expression 

According to Abu Hanifah, freedom of expression in a Muslim society and in an Islamic State is 

of as much importance as the independence of the judiciary. The Qur’an terms this freedom 

as amr bi al-ma‘ruf and nahi ‘an al-munkar (enjoining the right and forbidding the wrong). No 

doubt, an unqualified right of freedom of expression may sometimes assume an unbecoming, 

mischievous, immoral, or even offensive form which no law can tolerate. But the Qur’an, by 

using the above-mentioned term for this freedom, clearly distinguishes it from all other kinds of 

freedom and, thus, circumscribing it within well-defined limits, declares it to be not only an 

inalienable right but also a duty of the public. 

Rebellion against Tyrannical Rule 

Abu Hanifah’s creed in this matter was that the Caliphate of an unjust incumbent was basically 

wrong and insupportable, and deserved to be overthrown, that people not only had the right, but 

it was their duty to rise in rebellion against it, that such a rebellion was not only allowed but 

obligatory, provided, however, that it promised to succeed in replacing the tyrant or transgressor 

by a just and virtuous ruler, and not fizzle out in mere loss of lives and power. 

3. Medieval Islamic Political Thought: Al Farabi and Al-Ghazali  

Al-Farabi 

The central theme of Fārābī’s political writings is the virtuous regime, the political order whose 

guiding principle is the realization of human excellence by virtue. Fārābī conceives of human or 

political science as the inquiry into man insofar as he is distinguished from other natural beings 
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and from divine beings, seeking to understand his specific nature, what constitutes his perfection, 

and the way through which he can attain it. Unlike other animals, man is not rendered perfect 

merely through the natural principles present in him, and unlike divine beings he is not eternally 

perfect but needs to achieve his perfection through the activity proceeding from rational 

understanding, deliberation, and choosing among the various alternatives suggested to him by 

reason. The initial presence of the power of rational knowledge and of the choice connected with 

it, is man’s first or natural perfection, the perfection he is born with and does not choose. Beyond 

this, reason and choice are present in a human being to use for realizing his end or the ultimate 

perfection possible for his nature. This ultimate perfection is identical with the supreme 

happiness available to him. “Happiness is the good desired for itself, it is never desired to 

achieve by it something else, and there is nothing greater beyond it that a human being can 

achieve”  

Yet, happiness cannot be achieved without first being known, and without performing certain 

orderly (bodily and intellectual) activities useful or leading to the achievement of perfection. 

These are the noble activities. The distinction between noble and base activities is thus guided by 

the distinction between what is useful for, and what obstructs, perfection and happiness. To 

perform an activity well, with ease, and in an orderly fashion requires the formation of character 

and the development of habits that make such activities possible. “The forms and states of 

character from which these [noble] activities emanate are the virtues; they are not goods for their 

own sake but goods only for the sake of happiness” The distinction between virtue and vice 

presupposes knowledge of what human perfection or happiness is as well as the distinction 

between noble and base activities. 

The virtuous regime can be defined as the regime in which human beings come together and 

cooperate with the aim of becoming virtuous, performing noble activities, and attaining 

happiness. It is distinguished by the presence in it of knowledge of man’s ultimate perfection; the 

distinction between the noble and the base and between the virtues and the vices; and the 

concerted efforts of the rules and the citizens to each and learn these things, and to develop the 

virtuous forms or states of character from which emerge the noble activities useful for achieving 

happiness. 



The attainment of happiness means the perfection of that power of the human soul that is specific 

to man, of his reason. This in turn requires disciplining the lower desires to cooperate with and 

aid reason to perform its proper activity and also acquiring the highest arts and sciences. Such 

discipline and learning can be accomplished only by the rare few who possess the best natural 

endowments and who are also fortunate to live under conditions in which the requisite virtues 

can be developed and noble activities performed. The rest of men can only attain some degree of 

this perfection; and the extent to which they can attain that degree of perfection of which they are 

capable is decisively influenced by the kind of political regime in which they live and the 

education they receive. Nevertheless, all the citizens of the virtuous regime must have some 

common notions about the world, man, and political life. But they will differ with regard to the 

character of this knowledge, and hence, with regard to their share of perfection or happiness. 

They can be divided broadly into the following three classes: (1) the wise or the philosophers 

who know the nature of things by means of demonstrative proofs and by their own insights; (2) 

the followers of these who know the nature of things by means of the demonstrations presented 

by the philosophers, and who trust the insight and accept the judgment of the philosophers; (3) 

the rest of the citizens, the many, who know things by means of similitude’s, some more and 

others less adequate, depending on their rank as citizens. These classes or ranks must be ordered 

by the ruler who should also organize the education of the citizens, assign to them their 

specialized duties, give them their laws, and command them in war. He is to seek, by persuasion 

and compulsion, to develop in each the virtues of which he is capable and to order the citizens 

hierarchically so that each class can attain the perfection of which it is capable and yet serve the 

class above it. It is in this manner that the city becomes a whole similar to the cosmos, and its 

members cooperate toward attaining happiness. 

Philosopher King and Prophet  

To combine divine and political science is to emphasize the political importance of sound beliefs 

about divine beings and the principles of the world. Both Islam and classical philosophy are in 

agreement concerning this issue. Muslims believed that the primary justification of their 

existence as a distinct community was the revelation of the truth about divine things to 

Moḥammad, and that, had he not come to them with his message, they would have continued to 



live in misery and uncertainty about their well-being in this world and the next. It was also 

because of such considerations that Plato thought that kings must become philosophers or 

philosopher-kings. Once the quest for the best regime arrives at the necessity of combining 

divine and political science, it becomes necessary that the ruler should combine the craft of 

ruling with that of prophecy or philosophy. The ruler-prophet or the ruler-philosopher is the 

human being who offers the solution to the question of the realization of the best regime, and the 

functions of the ruler-prophet and of the ruler-philosopher appear in this respect to be identical. 

Thus far, Fārābī identifies the ruler-prophet and the ruler-philosopher. They are both supreme 

rulers absolutely, and both have absolute authority with regard to legislating beliefs and actions. 

Both acquire this authority in virtue of the perfection of their rational faculty, and both receive 

revelation from God through the agency of the active intellect. Wherein, then, does the ruler-

prophet differ from the ruler-philosopher? 

The first and primary qualification that the ruler of the virtuous regime must possess is a special 

kind of knowledge of divine and human beings. Now, a human being possess three faculties for 

knowledge: sensation, imagination, and reason (both theoretical and practical), and these develop 

in him in that order. Imagination has three functions: (1) It acts as a reservoir of sensible 

impressions after the disappearance of the objects of sensation. (2) It combines sensible 

impressions to form a complex sensible image. (3) It produces imitations. It has the capacity to 

imitate all sensible things (human desires, temperament, passions) through sensible impressions 

or certain combinations of them. When later the rational faculty develops, and a human being 

begins to grasp the character, essence, or form of natural and divine beings, the faculty of 

imagination receives and imitates these rational forms also, that is, it represents them in the form 

of sensible impressions.  

Imam Ghazali  

Abu Hamid Muhammad bin Muhammad bin Muhammad bin Ahmad, surnamed al-Imam-ul-

Jalilm, Hujjat-ul-Islam and Zainuddin, was born at Ghazzalah near Tus in 1058. He is one of the 

greatest and distinguished original philosophers not only in the history of Muslim philosophy but 

also in the history of human thought. He was educated at Tus proper in the early years of his 



career and later on he shifted to Jurjan, and then finally migrated to Nishapur to imbibe wisdom 

and philosophy by sitting at the feet of perhaps the most versatile genius of his time, Abul-Maali 

Muhammad al-Juwaini Imam-ul-Haramain, who was invited back from Hijaz to preside over one 

of the great colleges founded by Nizam-ul-Mulk Tusi. He was accepted first as the pupil and the 

assistant by the Imam. Al-Ghazali won great fame and prominence because his philosophical 

doctrines and consequently as a great sage of the age, he was called to the court of Nizam-ul-

Mulk Tusi while still in his twenties. He was the intellectual adviser and chief canonist till 1091 

when he was formally appointed to the great foundation of Baghdad. 

 

Al-Ghazali was aptly considered a mujaddid and reckoned at par with the four Imams. There 

have been many philosophers and scholars in Islam and other religions, but the distinct caliber of 

one of great philosophers ushered a unique era of knowledge of his age. He left behind indelible 

impressions because of his immortal works and philosophical-cum-political doctrines which 

have still influence upon this modern age. In 1095, he had discontinued his work of teaching in 

Baghdad. His mind continually in a state of doubt, probably found no satisfaction in dogmatic 

predictions. Sherwani said, “Baghdad did not see very much of Ghazali and it seems that deep 

thought, coupled with murder of his patron Nizam-ul-Mulk Tusi and the death of Malik Shah in 

1092, all these things had a tremendous effect on his psychology.” 

For about ten years, in the period of utter disillusionment, Al-Ghazali extensively traveled here 

and there to imbibe wisdom and intellect from every source, dividing his time between pious 

exercises and literary work. Al-Ghazali remained in fretful years because of state politics which 

took a serious turn. He died in Tus on 19th of December, 1111. His closing years were chiefly 

devoted to pious contemplation and the study of the Traditions, which as a youth he could never 

remember. A beautifully complete and rounded life in which the end comes back to the 

beginning. 

 

Principle political works of Al-Ghazali are as follows: 

1. Munqidh Min ad-Dalal  (Deliverance from waywardness) 

2. Ihya ul ulum (Renaissance of Sciences) 



3. Tibr ul Masbuk (Molten Gold) 

4. Sirr al Alamain (The mystery of the two worlds) 

5. Fatihat ul ulum (Introduction to sciences) 

6. Kimiya-i-Sa’dat (Alchemy of Goodness) 

7. Iqtisad fil I’tiqad (Moderation in Belief) 

8. Kitab ul Wajiz ( a hand book of Fiqh, canon of Law) 

Al-Ghazali is undoubtedly an outstanding and remarkable political scholar in Islam. His 

philosophy is an expression of his own personality. He abandoned the attempt to understand this 

world. But the religious problem he comprehended much more profoundly than did the 

philosophers of his time.” 

Al-Ghazali’s philosophical analysis, logical positivism and religious empiricism have profoundly 

influenced every age of philosophy and religion and even today, modern student of the political 

history seeks inspiration in solving all philosophical and political inquiries. His liberalism and 

intellectualism completely dominated Western Philosophy and even Western thinkers preserved 

main elements of his great philosophy in their works. Europe, about the end of the eleventh and 

beginning of the twelfth century of the Christian era, was in the abyss of degradation and 

political degeneration. This period is dubbed by one of the greatest of modern political scientists 

as “essentially apolitical” 

 In the contemporary age of Al-Ghazali, Europe was engulfed in perpetual controversy between 

Pope and the Emperor. This controversy led to political cleavage and intransigents and wreckers 

mutilated all traits of progress and prosperity. There was nothing but blood, destruction and 

wars, which snapped all resources and economy. Poverty and wrangling had become regular 

features of the day. At that time, East was at the pinnacle of glory and progress. 

Al-Ghazali says that the daily routines of an Amir should be following: 

1. The Amir, after morning prayers, should go out riding to have investigation in person 

about wrongs done to his subject. 



2. He should then sit in court and permit all and sundry to have a direct access so that he 

might have first hand information about any complaints. 

3. The ruler should make a point of taking advice from simple men of knowledge, 

intelligence and experience. 

4. The ruler must extend interviews to foreign ambassadors and envoys. He should be well 

versed in diplomacy and politics. 

5. Al-Ghazali strictly warns the Amir against too much indulgence in drink, chess or 

hunting and says that the best mode of simple life be practiced. 

6. The Amir and good kings should used to divide their time in four parts, setting apart one 

for prayers, another for state affairs, justice and counsel of the learned about the affairs of 

the state, the third for food and rest, and the last for recreation and hunting. 

7. He is very particular that the Amir should not pay head to the advice offered by his 

women favorites, and quotes the instance of Umar who actually divorced his favorite 

wife when he was elated to his exalted office for fear of being influenced by her in state 

affairs. 

 

4. Khilafah and Shura: Nature and Scope 

Khalifah is an Arabic term which literally means ‘vicegerent’, ‘deputy’ or ‘successor’ (as in 

Surah al-Baqarah, 2: 30, “[Prophet], when your Lord told the angels, ‘I am putting a successor on 

earth’...”). And this institution came to be known as Khilafah (Caliphate). 

Khilafah, as a political institution, came into existence with the selection/ election of Abu Bakr 

(RA) as the first Khalifah. Abu Bakr succeeded the Prophet (SAAS) as the head of the state and 

advisor of the Muslims. The period of first four caliphs—namely Abu Bakr,‘Umar,‘Uthman, and 

‘Ali—came to be known as the period of Khulfa al-Rashidun, theRightly Guided Caliphs or 

Pious Caliphate. It lasted from 632 to 660 CE with their capitalat Madinah, and was followed by 

the monarchial/ dynastic rule (Malukiyya). 

In Princeton Encyclopedia of Islamic Political Thought, Khilafah is defined as: “The caliphate 

(al-khilafa) is the term denoting the form of government that came into existence in Islamic lands 

after the death of the Prophet Muhammad (SAAS) in 632 CE) and is considered to have survived 

until the first decades of the 20th century. It derives from the title caliph (khalifa, pl. khulafa’ or 



khala’if), referring to Muslim sovereigns who claimed authority over all Muslims. The caliphate 

refers not only to the office of the caliph but also to the period of his reign and to his dominion—

in other words, the territory and peoples over whom he ruled. The office itself soon developed 

into a form of hereditary monarchy, although it lacked fixed rules on the order of succession and 

based its legitimacy on claims of political succession to Muhammad (SAAS). The caliphate was 

constrained by neither any fixed geographical location or boundaries nor particular institutions; 

rather, it was coterminous with the reign of a monarch or a dynasty”. 

In Islam, the real sovereign is Allah and His chosen deputies known as Khalifahs or vicegerents 

administer countries on His behalf and in His name. They are not SAAS/ PBUH are used as 

abbreviations for Salla Allahu Alayhi wa Salam/Peace Be Upon Him independent rulers, their 

power is restricted. They cannot abrogate the laws established by the Prophet (SAAS) in the 

name of God. They can, however, interpret these laws and legislate in cases where the law of the 

Prophet’s time was silent. In other words, the caliph cannot be a despot, in matters of legislation 

he is a constitutional head and as much subject to the Divine laws as any ordinary Muslim. The 

caliph cannot be above the law. 

At the same time the caliphate placed unrestricted power in the hands of the caliph and 

unhesitating obedience from his subjects. We find an uncompromising doctrine of civic 

obedience taught in the traditions of the Prophet (SAAS). The Prophet (SAAS) said, “who so 

obeys Allah and whoso rebels against me, rebels against Allah”; “whoso obeys the leader, obeys 

me and whoso rebels against the leader, rebels against me”. The Prophet (SAAS) said, “after me 

will come rulers render them your obedience, for the ruler is like a shield where with a man 

protects himself. If they are righteous and rule you well, they shall have their reward, but if they 

do evil and rule you ill, then punishment will fall upon them and you will be quit of it, for they 

are responsible for you and you have no responsibility.” The Prophet (SAAS) said, “Obey your 

ruler, pray behind every imam and insult none of my companions”. 

Later theoretical legists flourishing mostly in Makkah, Madinah and other Islamic centers 

worked out nicely drawn qualifications, privileges and functions said to pertain to the caliph. The 

caliphal qualifications are; membership in the Quraysh family, being male and adult, soundness 

of body and mind, courage, energy and other traits of character necessary for the defence of the 



faith and territory of Islam and for winning of the allegiance of the Muslim community by an act 

of Bayah (pledge/ oath of allegiance). 

Among the caliphal functions are protection and maintain of the faith and territory of Islam and 

in the case of necessity declaration of holy war (jihad); appointment of state officials; collection 

of taxes and administration of public funds; punishment of the wrong doing and the execution of 

justice. The privileges include the mention of the caliphs name in the Friday Khutba (sermon) 

and wearing of Burdah (the Prophet’s mantle) on important state occasions; the custody of such 

holy relics as the staff, shoe, seal, tooth and hair that are said to have been the Prophet’s (SAAS). 

The period of Khulfa’ al-Rashidun (the Rightly Guided Caliphs) or Khilafah al- Rashidah the 

Pious Caliphate Era lasted for about thirty (30) years, from 632 to 661 CE: Abu Bakr was the 

first caliph and he ruled for about two (2) years, from 632-34CE. He was succeeded by ‘Umar 

ibn al-Khattab, who was head of the Islamic Republic from 634-44CE (10 years). ‘Uthman 

succeeded ‘Umar and he was the head of the Islamic state for about 12 years, from 644-656CE 

and after ‘Uthman, Caliph ‘Ali became the fourth caliph, who ruled the then Islamic world for 

about four (4) years, from 656-661 CE. With the demise of Caliph ‘Ali, the Pious Caliphate 

period came to an end. It was followed by the hereditary rule of Banu Umayya (Umayyads: 660-

750), who were succeeded by Abbasids (750-1258), and later on, in the modern period, many 

dynasties ruled the Muslim world at a time, like Mamluks, Safavids, and finally Ottomans (1299-

1924).  

After the Mongol invasion on Abbasids, known as the ‘Fall of Baghdad’, in 1258 CE, there was 

disintegration of the Muslim world, and a number of dynasties came to power. However, it was 

the Mamluk dynasty which succeeding in claiming the caliphate and they ruled from 1250 until 

1517 CE. It was in 1299 CE that Ottomans (Daulat-e-Usmaniyya) had come into power as well, 

and in 1517 CE, Mamluk caliph was captured by Ottoman Sultan Selim-I (r. 1512-1520). After 

this, the Ottomans claimed the title of caliph and used it till the Turkish Republic (under Mustafa 

Kemal Ataturk) abolished the Ottoman rule in 1924. 

The capital of Ottomans was at Istanbul (Turkey), also known as Constantinople. After 1258 CE, 

the title Caliph was assumed by other ruling dynasties as well; viz. Umayyads of Spain, who 

ruled Spain and adjoining areas, from 756 to 1031 CE, and by Fatimid Dynasty of Egypt (r. 909- 



1171 CE). Thus, Khilafah as a political institution remained in vogue from Abu Bakr’s ascension 

in 632 Ce to the fall of Ottoman Empire in 1924 CE. In short, Khilafah/ Caliphate is used to 

denote the government of the Muslim state, of which Khalifah/ caliph is the head—civil and 

religious head. 

Shura 

Shura, an Arabic term, is derived from the root ‘sh.w.r.’, which connotes the meanings of 

gathering opinions, giving counsel, and /or consultation. It occurs, in different forms, in the 

Qur’an: as Shura, it occurs in Q. 42: 38, and states: “and who conduct their affairs by mutual 

consultation”; as tashawur, a verbal noun, in Q. 2: 233 stating that “If, by mutual consent and 

consultation, the couple wish to wean [the child], they will not be blamed”); and shawirhum, an 

imperative, in Q. 3: 159: “and consult with them in the affairs”. At all places, Shura discusses 

and describes the most important issues of human life. All these instances (especially in Q. 3: 

159 and 42: 38) reveal the ‘social and political dimensions of consultation’ as well as 

demonstrate its inevitability at the individual and collective levels. 

These attestations show, as Ahmad al-Raysuni observes in his Al-Shura: The Qur’anic Principle 

of Consultation (2012, p. 3), that “Consultation is a necessity in connection with private affairs, 

including issues pertaining to the individual, the individual in relation to other individuals, 

between husbands and wives, and parents and their children, and is clearly vital regarding public 

affairs and the major issues they raise”. Shura, or mutual consultation, is a notable feature of 

Islamic governance. This body is called Shura or Majlis-e Shura (Consultative Council). It has its 

origin in the teachings of the Quran (like 3: 159 and 42: 38). The Prophet himself followed the 

Shura and used to consult his companions about which there is no direction in the Quran. In 

compliance with Q. 3: 159 and 42: 38, the Prophet (pbuh) invariably consulted the Companions 

on matters of communal interest. The Prophet’s Companion, Abu Hurairah (RA) observed, 

“Never have I seen anyone more prone to seeking his Companions’ counsel than the Messenger 

of Allah” (Al-Tirmidhi). 

This custom of consultation was prevalent in pre-Islamic Arabia also (Dar al-Nadwah: the 

council hall or the ‘parliament’ house or the ‘Senate’). It was the gathering place of the nobles of 

Makkah where they used to discuss all public matters of  importance, social, political, economic. 



In matters of war or peace, the tribal chief (Shaykh) was the leading person of his tribe. As 

regards the importance of the Shura Islam is the most democratic religion of the world as its 

administrative setup and its working wholly depends upon the general will and it places all 

human beings on equal footing irrespective of caste or creed. According to Islam, the real 

sovereign is Allah and his chosen deputies known as caliphs or vicegerents who administer the 

countries on behalf of His name. It is His law that should rule supreme. 

The head of an Islamic state (caliph) is required to have at least following merits; learning, 

justice, good conduct, physical and mental fitness. The caliph cannot be a despot. In matters of 

legislation he is a constitutional head. The second Caliph, Umar bin Kahttab, emphatically 

declared, “there can be no Khilafat except by consultation”. 

After the Prophet’s demise, the first four caliphs (Khulfa’ al-Rashidun), whose mode of 

succession was inspired by the Qur’anic principle of Shura, followed his footsteps to settle the 

community affairs through mutual consultation. Consultation constituted strength, vitality, and 

cohesion in the early Islamic community and state. But Shura became, during the period of 

expansion of the domain of Islam under Umayyads and Abbasids, an ‘informal affair’ and thus 

was side-lined throughout the Muslim world— the reasons for this are both historically and 

politically complex. Thus, in the coming centuries, Shura neither played a central role in pre-

modern Muslim reasoning nor was ever institutionalized prior to 19th century. It was only from 

the early 19th century, the word Shura or mashwara was applied to every type of Western 

governmental body, including elective and representative parliaments. 

There is no fixed rule about the formation of the Shura or the number of its members. It depends 

on the will of Khalifah. During the pious of caliphate it composed of the principle companions 

from among the Muhajireen (the Muslims who migrated from Makkah to, and settled in, 

Madina). 

The chief function of the Shura is to advise the Khalifah in the performance of various duties. 

The Khalifah must take the advice of the Shura in the dispatch of armies, in the appointment of 

the generals, governors and other officers, in the fixation of the pay of soldiers, in the assessment 

of taxes and in the creation of new posts. Like the Khalifa, the Shura has no power to change 



Islamic laws or violate the dictates of the Quran and Sunnah. It has to give decisions in the light 

of the Quran and Sunnah. 

In the present times, Shura, or the decision-making process of the Muslim community, is 

interpreted in the light of new socio-politico-cultural contexts to show its similarity with 

democracy and democratic institutions as well as its close connections with the ideas, values, and 

institutions of democracy and participatory systems of governance. Put simply, Shura (with 

particular reference to Q. 3: 159 and 42: 38) is equated, in the present times, with democracy; it 

is regarded as a key operational element in the relationship between Islam and democracy, or as 

the source and basis of ‘Islamic democracy’. Asma Afsaruddin, in her Contemporary Issues in 

Islam (2015, p. 77), puts it as: “the principle of shura or consultation, endorsed in the Qur’an as 

the basis for collective decision-making and administration of public affairs” is generally 

understood, in the present times, “to provide the conceptual grounding for consultative 

governance and collective decision-making”. Thus, it may be safely concluded that the concept 

of Shura is directly raised in the Qur’an, and Muslim commentators, especially of modern 

period, have explored it in detail. It is not only premier in nature but also plays an amiable role in 

the socio-political system as it discusses most important issues of human life. For Muslim 

Ummah, Shura is the preferred and desirable method of resolving matters of all walks of life—

whether social or political, communal or collective. Moreover, it also becomes clear that since 

the 20th century, Muslims have been slowly but surely reinterpreting the concept of Shura as 

being akin to democracy and democratic institutions. 

 

 

 

 

 

 

 



Unit-II Economy in Islam 

 

1. Essential Principles of Economy in Islam  

The Word “Economics” means a person’s fulfilling his needs in sufficient and prudent manner. 

The needs of the man are unlimited and his resources are limited. The economic system based 

upon the fundamental principles of Islam, ensures social and economic justice, human 

brotherhood, equitable distribution of wealth and individual freedom related to social welfare. 

On the contrary, under Capitalism or Socialism, neither social and economic justice nor equitable 

distribution of income is fully achieved. According to Islam, Source of income and earning Halal 

(lawful) livelihood is essential. It is Permissible to earn whatever one can but by fair means. 

Also, he has to pay “Zakat” and Sadaqaat to the needy people, performing Hajj when becomes 

due and spend money on Jihad and for the welfare of the poor people. In this way Islam ensures 

equitable distribution of wealth.  

Right of Property 

According to the Holy Quran, every thing including wealth, belongs to Allah, and Allah the Al 

mighty delegates the right of property to man. In this context, the Holy Quran says, “Give to 

them from the property of Allah which He has bestowed upon you:”.(24:33) From the above-

quoted verses of the Holy Quran, it is clear that wealth is the property of Allah, who has given 

the same in the subordination of the man with some restrictions given below: 1) Man must 

convey a specified portion to others, 2) Use of wealth as per Commandment of Allah, to avoid to 

spread disorder on the earth. 2) Use of wealth as per Commandment of Allah, to avoid to spread 

ills and disorder on the earth.  

Trade in Islam 

 In Islam, Trade is permissible. According to the Holy Quran, “Woe unto the defrauders! They 

are such that, when they have to get, they take in full measure and when they have to give they 

defraud. Do they not realize that they shall be brought back, raised anew, on the great day, the 

day when all mankind shall stand before the Lord of the worlds” (83:1-3).In this Verse, it has 

been emphasized that they must be honest while buying and selling. Similarly, in another Verse, 



it has been said that, “Give full measure and correct weighment, do not cheat and do not spread 

evil in the land after it has been set on the right path”. (7:84). Ahadith (Traditions of the Holy 

Prophet (S.A.W) relating to Trade, are given below: 1) Abu Huraira (R.A) reported that the Holy 

Prophet (S.A.W) said, Allah is Righteous and accepts right things. He has directed the Muslims 

to do that, He has directed to His Messengers.(Muslim). 2) As per another Hadith, Rafio bin 

Khadij (R.A) when asked the Holy Prophet that which job is superior, he said that what has been 

earned by a man with his physical labor and every trade Free from unfair means and 

lies.(Ahmed). 3) As per Jabir Ibn-E-Abdullah (R.A), the Holy Prophet (S.A.W) said, may Allah 

be kind to the person who facilitates the people in buying and selling (Bukhari). 

Islamic Economics and Trade  

Industry and Trade are essential for human life. In this regard, there are clear directives in Quran 

and Sunnah; of which the beneficial nd lawful commodities are permissible and the harmful and 

unlawful ones have been prohibited. In this context, the Holy Quran says, “And Allah has 

permitted the Trade and prohibited Riba”. (2:275). It has further been directed that, “And do not 

misappropriate what belong to others, nor may you give presents to those in authority with a 

view to gain an opportunity to snatch unjustly that which is rightfully a part of that which 

belongs to others”.(2:188). Further more, the Holy Quran says, O Believers! Do not 

misappropriate one another’s goods illegally. Indeed, you should undertake transactions by 

agreement”. (4:29). This prohibits all kinds of unlawful business. Any kind of trade or business 

which is not against the directions or objectives of Shari’ah is permissible. In this connection, 

there are the following Traditions of the Holy Prophet (S.A.W) which clarify the matters related 

to trade and business: “Woe to those that deal in fraud, those who, when they have to receive by 

measure from men, exact full measure, but, when they have to give by measure or weight to 

men, give less than due. Do they not think that they will be called to account?” [Al-Mutaffifin:1-

4]. Keeping the commodities of general use in possession and not supplying them in the market 

for the sake of increasing the price is prohibited [Ahmed-Bin-Hanbal: 19802]. Prophet 

Muhammad (pbuh) said: “No one hoards but the traitors (i.e. the sinners).” (Abu Da’ud, No. 

2990) Prophet Muhammad (pbuh) said: “The importer [of an essential commodity] into the town 

will be fed [by Allah], and the hoarder will have [Allah’s] curse upon him.” (Ibn Majah, No: 

2144) Trying to buy commodities before they reach market is prohibited because market will 



decide the price [Muslim: 1517]. Futures & Forward Trading: Islamic View Ibn Abbas (May 

Allah be pleased with Him) reported Allah’s Messenger (pbuh) as saying: “He who buys food 

grain should not sell it until he has taken possession of it.” [Muslim]. Prophet Muhammad (pbuh) 

has said that Almighty Allah proclaims: “I am a one third partner of a two man partnership until 

one of them acts dishonestly to his partner, and, in such an event, I then leave them.” [Abu 

Daud]. “Those who spend their wealth in the way of Allah and do not follow up their spending 

by stressing their benevolence and causing hurt, will find their reward secure with their Lord. 

They have no cause for fear and grief.  

Basic Principles of Financial Matters  

The transactions prohibited by Shariah, are in fact harmful for people, on the other hand the 

matters permitted by Islam are beneficial for people, provided the goods should be in possession 

of the person. There are the following two principles for permissibility of these matters: 1) It 

should not involve Riba; 2) It should not involve Gharrar (Uncertainty). Moreover, while buying 

and selling a product, Loan may not be included in the contract. Also, buying a commodity or 

product on the condition of giving or taking loan is also prohibited.  

Islamic Economics: Nature and Need  

Islamic Economics has been defined as the study of human falah (Welfare) to be achieved 

through managing the resources of earth. According to the Holy Quran, it has been asked to 

decide falah, at the spiritual, economic, cultural and political level. The second aspect of the 

definition needs to consider the means of making proper use of the resources of earth for 

achieving falah. The Holy Quran says, Allah has created the resources which are enough for His 

creatures. (41:10). But proper utilization of these resources is a problem, man is responsible for 

his deeds to Allah on the Day of The Resurrection. 

Characteristics of Islamic Economy 

All economic principles are based on the concept of Trust (Amanah) which discourages price 

hike, inflation, hoarding and other economic evils. There are no any chances of conflict of 

interest because the personal interests of individuals of society are less important, here the 

objective of every individual is to seek pleasure of Allah SWT.  



1. Freedom of work and enterprise: 

Islam has allowed free will to work and venture. This is obvious from the Madinitc model of 

Islamic economy. An analysis of the chapter of any Hadith collection in relation to agriculture, 

gardening, business etc. proves this. The Holy Quran categorically states that "Allah has made 

business legitimate for you (Sura Baqara, Ayat-275)" Islam as a religion primarily allows 

economy to run efficiently as per the market forces subject to legal bindings and guidelines on 

production, distribution, marketing, investment trade, exchange, wages etc. The state has right to 

intervene in the free economy to bring back equilibrium and establish justice and other Islamic 

objectives. An entrepreneur can offer only allowable goods/commodities. Producers and Sellers 

should not exploit the buyer by over charging profits. Return should be normal in such an 

economy after giving proper wages to the laborers in accordance with Islamic principles. Few 

types of trade practices, exchange, investment, and land tenancy in agriculture are not allowed in 

Islam. It also prohibits monopoly and hoarding as evils of economy.  

2. A special concept of ownership:  

As per the Islamic teachings ALLAH (SWT) is the actual owner of all things. The Quran says: 

"To Allah belongs everything is in the earth". (Al- Imran). Though, Allah in His kindness 

permits humans to take over economic resources, to own and use subject to His laws as indicated 

from the following verses: i) The land belong to Allah. He allows it, to be inherited by whomso 

ever he pleases. (SuraAraf, Ayat: 128). ii) Do they not see that we have created for them ----- 

among the things fashioned by us-- --- cattle of which they become owners? (SuraYasin, Ayat: 

29). That is the reason, Islam allows man as Vicegerant, to inherit from Allah (the actual owner) 

of economic resources. This is definitely a conviction for proper utilization.  

3. Kinds of Ownership:  

At the time of establishment of Islamic state, there were three types of rights: private, communal 

and state ownership. After the take-over of Syria and Iraq, lands were taken over by the state and 

were not permitted for rights to be converted into private ownership. 

4. State Ownership:  



It is not mandatory for public ownership of enterprise in Islam. The basic economic institutions 

may work under the supervision of the state, for ensuring social justice and safeguarding 

interests of the public at large. Islam has protected legitimate property it has been practiced that 

illegitimate properties have been confiscated.  

5. Prohibition of Interest:  

It is a known fact that interest is strictly prohibited in Islam but to implement that concept an 

overall restructuring of the economy is to be undertaken. The practicability of Islamic banking 

has been accepted by the experts of economics and finance.  

6. Zakat:  

Payment of Zakat has been made obligatory on the wealthy Muslims for supporting financially 

weak ones. The impact of Zakat is not limited to the distribution of wealth only, it has also a 

positive affect on investment, reserves and balance sharing of income and resources. A thorough 

analysis has been contributed by Dr. Monzer Kahf in his book "Islamic Economy".  

7. Concern for Poor:  

In this regard, Islam has a distinctive approach. Financially weak people are supported through 

ZAKAT and other means like SADAQAT, USHR and FITRA etc. As per Holy Quran (Ayat 5-6 

of SuraQasas) We desired to show favour into those who were depressed in the earth, and to 

make them leaders and to make them inheritors and to establish them on earth (SuraQasas, Ayat: 

5-6). In these verses Allah SWT, desires that poor people must be supported.  

8. Distribution of inheritance:  

The property distribution system of Islam is based on economic and social well being of all. This 

religion has given a distribution model of inheritable property among various groups of people: i) 

Children ii) Husband/Wife iii) Parents iv)Brothers and sisters in certain 4 situations. This sharing 

takes care of diverse groups forecasting responsibility of each member of society, needs and 

closeness of affinity relationships. For those who remain outside the list of inheritors. Islam has 

kept a provision for wasiat (will) for all such family members if they are in a distressed 

condition.  



Following are the economic sources which are declared illegal (Haram) under Islamic economic 

system: a. Properties of other Muslims (Al Nisa 29:4) b. Fraud/Deceiving (Anfal 27:8) c. 

Bribe/Corruption (Al Baqara 188:2), d. Gifts to Public Office Holders e. Gambling f. Alcohol 

and Drugs g. Prostitution h. Cheating, Extortion, Robbery. 

2. Concept of Private and Public Property  

Islam considers the property as a gift from God. The Prophet also used to pray: “O Allah, protect 

and help me to avoid the incompetence and laziness, fear and greed; protect and help me to avoid 

poverty, infidelity and bad behavior.” O God, my hope would you give me directions to your 

ways, giving a sense of love and fear Thee, make me satisfied with what thou hast given me, and 

give it to my sufficiency. “ 

Ownership is referred to in the Qur’an many times: the Creator is the owner of everything; and 

he has made subject to human beings such creatures as the earth, the sun, the moon, the sea, the 

rivers, and so forth (14:32-34, 16:12-14, 31:20, and 45-13). Vicegerency belongs to the entire 

human race, the children of Adam who are required to act in accordance with the regulations set 

forth by the Real Owner. Shari’ah. (Islamic law) considers property rights as God given and God 

regulated. 

The object of personal property can be material or abstract, and it covers intellectual as well as 

financial properties. Under all circumstances, the object matter of personal property carries a 

moral and religious connotation according to Islamic law. For instance, since Islamic moral 

standards condemn alcoholic beverages and other intoxicating substances, these cannot be an 

object of personal property, that is, they cannot be owned by a Muslim. The same applies to 

swine and its products, as they are religiously prohibited in Islam. Shari`ah makes exception for 

religious minorities inasmuch as their own moral standards permit. Thus, under Islamic law, 

property rights apply to alcoholic beverages owned by a Christian or a Jew and to swine owned 

by a Christian. Hence, an Islamic court can hear a dispute about them, although it cannot hear a 

dispute if those things belong to a Muslim. 

The first and most important implication of the Shari’ah definition of property is that ownership 

in Islam is a right or collection of rights allowed by God, the Ultimate Lawmaker, not by society 

or its legislative authority. By no means do the society and its lawmaking organs have any 



legislative power to alter the basic rights laid down by God. Property rights are therefore granted 

by Allah, they are not a societal function decided by society. 

Second, private property is protected by Shari’ah itself. Shari’ah in Islam is the divine law whose 

essential landmarks and principles are given in the divine revelation and whose details are 

worked out by human beings on the basis of the godly revelation as manifested in the Qur’an and 

the traditions of the prophet Muhammad. Therefore, a Shari’ah. protection is an eternal 

protection, according to the Islamic system. This protection stands against any possible 

transgression from the government as well as from other persons. 

Third, property rights entitle the owner full authority to use, benefit from, exploit, and dispose of 

the owned object. Muslim jurists usually use the rule “owners are absolute masters of their 

properties,” which implies a wide range of economic freedom. This is, of course, within the 

limits of Shari’ah which regulates private and public properties and forbids unfair exchanges. 

Fourth, property rights are free of any prejudice on the basis of sex, religion, or ethnicity. The 

Islamic Shari’ah equalized men and women with regard to property rights, preceding most other 

legal systems and cultures. 

From the point of view of the property owner, jurists distinguish between two kinds of property: 

private and public. Some Islamic writers like to add a third category, waqf, (religious 

endowment) property. Although its use is restricted to the purpose designated by the donor, 

waqf, property is considered owned by private parties (donor or beneficiaries) by most Muslim 

scholars. Some, however, believe that once designated for its philanthropic purpose, the waqf 

becomes a property of no one but God. Private property is individually owned by private 

persons. 

Public property is owned collectively by the whole society or community. It covers things that 

benefit all members of a society or a majority of them, such as roads, rivers, forests, parks, lakes, 

natural springs and fountains, pasture lands not privately owned, and so forth. It also includes 

land not privately owned, land designated for community use around villages and towns, and 

mineral resources. 

An Islamic government, according to Shari’ah is the authority that administers public property 

on behalf of people and in their best interests. From the point of view of regulating governmental 



power in this regard, public property can be divided into three types (some jurists prefer a 

threefold classification to start with; accordingly, property can be private, state, or community): 

i. Public property designated for community use, such as roads, rivers, and mosques. 

This type of public property cannot be sold or disposed of by the government nor can 

it be acquired or owned by private persons. However, if a community public property 

ceases to produce its desired benefit to the community and becomes deserted, the 

government can substitute it for a new property that can give similar benefit. 

Community property includes pasture and firewood lands surrounding villages. 

ii. Non used public land covers all lands that are not included in economic production. 

In Shari’ah terms, this land is called mawat (“dead”). Individuals have the right of 

ihya’ (“revivification”) of mawdt land, putting this public land into economic use, and 

this is considered a sufficient cause for earning private ownership of the land. The 

Islamic state can organize the exercise of this right, but it cannot eliminate it. 

iii. State public property. This category covers all other public properties whereby the 

only shadah restriction on the behavior of the government is the criterion of serving 

the best interests of the people. 

There are three means of obtaining property which Shari’ah. does not recognize: non contractual 

acquisition of property belonging to others, including theft, swindling, plundering, looting, 

usurpation, acquisition by coercion, and fraudulent practices; acquisition of non used land 

without its revivification (this kind of acquisition is usually done by demarcation and is called 

tahjir or “demarcation by stones”); and exchange relationships that are either invalid or 

prohibited in shad `ah. Invalid relationships include contracts lacking some of the basic 

requirements, such as consent of contractors. Prohibited exchanges include: interest on loans, 

since the Qur’an mentioned that a lender is only entitled to get the principal back and considers 

any increment as oppressive (surah 2.219); income from gambling (surah 5.90-91); bribery and 

similar exercises; and contracts whose object is condemned in shad `ah. such as transactions of 

prohibited substances like alcoholic beverages, and prostitution. 



Things acquired by prohibited means remain the property of their original owner and should be 

returned to him or her or to the rightful heirs. If owners or heirs do not exist, such things should 

be disposed of for charitable purposes on behalf of the true owners. 

Shari’ah distinguishes between two kinds of restrictions on property. The first kind of restrictions 

concerns the use and disposition of one’s property. As the objective of property is the benefits 

and enjoyment derived from owned things, shari`ah’s regulations aim at assuring that property 

fulfills its objectives. The Qur’an ordains making one’s best appearance and condemns those 

who prohibit adornments, beautiful living, and good things of sustenance (surah 7.31-32). At the 

same time, the Qur’an forbids wastefulness, “for God loveth not the wasters” (surah 7.31), and 

considers spendthrifts as “brothers of the Satan” (surah 17.27). This led Muslim jurists to treat 

wasters and spendthrifts as legally incapable of using their own property and to subject them to 

legal guardians. 

On the other hand, the use of one’s property is constrained by others’ rights. This means that 

extracting benefit and enjoyment of one’s property must not be at the expense of the rights of 

other individuals or of the society as a whole. Islamic law disallows this kind of exercise 

regardless of personal intention and charges the harm-doer to compensate the injured. Examples 

of such actions are raising one’s building to an extent that reduces the ventilation and sunshine 

reaching a neighbor’s property (individual harm) and monopolistic practices (societal harm). 

Another type of restriction on the use of one’s property is related to inheritance and last will. 

Since the True Owner of all properties is God and private property is only a divine grant, the 

ownership right holds as long as the owner lives, but on death it goes back to the True Owner. 

The inheritance law in Islam is strictly founded on this principle. Shares are assigned to different 

heirs by God in the Qur’an, and the owner has no right to change these shares under any 

circumstances. The heirs in Shari’ah are sons and daughters, parents and grandparents, spouses, 

brothers and sisters, uncles and aunts. Their respective shares are given according to a 

sophisticated chart dividing the estate. However, a person may make a last will, provided that it 

does not cover more than one-third of the estate and it does not alter the relative shares of the 

heirs. Permission to make a last will is called “a charity from God on us” by Abu Bakr, the most 

prominent companion of the prophet Muhammad. 



A  fourth type of restriction on one’s property is based on contractual relations, whereby through 

mutual consent and free will, an owner agrees to separate ownership of a property from its 

usufruct and surrenders one of them without the other. 

The second kind of restrictions is rooted in conflict with the public interest. In recognition of 

philanthropic needs in any society, Shari’ah institutionalized a built-in financial obligation on 

personal property. This is called zakat (“purification and growth”). It ranks as the third pillar of 

Islam after pronouncement of faith in God and his messenger and performance of prayers. This 

financial/religious obligation on property has, generally, a rate of 2.5 percent of the value of 

property with exemptions related to living expenses. The Qur’an exclusively specifies eight 

categories of potential recipients and heads of expenditures for the proceeds of zakat, and all but 

one are of a charitable and community service nature, the exception being the cost of collection 

and distribution of zakat itself. 

Besides this obligation, other financial duties or taxes on personal property are determined by the 

needs and interests of the society if the stream of public revenues coming out of public property 

proves to be insufficient. Such taxes are of temporal nature and are determined by the legislative 

branch of the state. 

3. Bait-al-Maal: Sources and Role 

Bait-al-Maal is an Arabic term that is translated as "House of money" or "House of Wealth." 

Historically, it was a financial institution responsible for the administration of taxes in Islamic 

states, particularly in the early Islamic Caliphate. It served as a royal treasury for 

the caliphs and sultans, managing personal finances and government expenditures. Further, it 

administered distribution of Zapata revenues for public works.  

 Bayt al-mal was the department that dealt with the revenues and all other economical matters of 

the state. In the time of Muhammad there was no permanent Bait-ul-Mal or public treasury. 

Whatever revenues or other amounts were received were distributed immediately. During 

Prophethood the last receipt was tribute from Bahrain amounting 800000 dirham which was 

distributed in just one sitting. There were no salaries to be paid, and there was no state 

expenditure. Hence the need for the treasury at public level was not felt. In the time of Abu 

Bakr as well there was no treasury. Abu Bakr earmarked a house where all money was kept on 
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receipt. As all money was distributed immediately the treasury generally remained locked up. At 

the time of the death of Abu Bakr there was only one dirham in the public treasury. 

Establishment of Bait-ul-Maal 

In the time of Umar things changed. With the extension in conquests money came in larger 

quantities, Umar also allowed salaries to men fighting in the army. Abu Huraira who was the 

Governor of Bahrain sent a revenue of five hundred thousand dirhams. Umar summoned a 

meeting of his Consultative Assembly and sought the opinion of the Companions about the 

disposal of the money. Uthman ibn Affan advised that the amount should be kept for future 

needs. Walid b. Hisham suggested that like the Byzantines, separate departments of Treasury and 

Accounts should be set up. After consulting the Companions Umar decided to establish the 

Central Treasury at Madinah. Abdullah bin Arqam was appointed as the Treasury Officer. He 

was assisted by Abdur Rahman bin Awf and Muiqib. A separate Accounts Department was also 

set up and it was required to maintain record of all that was spent. Later provincial treasuries 

were set up in the provinces. After meeting the local expenditure the provincial treasuries were 

required to remit the surplus amount to the central treasury at Madinah. According to Yaqubi the 

salaries and stipends charged to the central treasury amounted to over 30 million dirhams. 

A separate building was constructed for the royal treasury by the name bait ul maal, which in 

large cities was guarded by as many as 400 guards. In most of the historical accounts, it states 

that among the Rashidun caliphs, Uthman ibn Affan was first to struck the coins, some accounts 

however states that Umar was first to do so. When Persia was conquered three types 

of coins were current in the conquered territories, namely Baghli of 8 dang; Tabari of 4 dang; 

and Maghribi of 3 dang. Umar ( according to some accounts Uthman ) made an innovation and 

struck an Islamic dirham of 6 dang. 

Concept and Types of the Bayt al-Māl 

The Bayt al-Māl is a broad concept and is based on the faith that everything belongs to God, and 

that man being His agent on the earth may possess some of these things only temporarily and 

secondarily. There are three types of the Bayt al-Māl: 

1) Bayt al-Māl al-khāss: This was the "royal treasury" or the Privy Purse, with its own sources of 

income and items of expenditure. It would cover the personal expenses of the Caliph, his palaces, 
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harem, pensions of the members of the royal family, palace guards and gifts from the Caliphs to 

foreign princes. 

2) Bayt al-Māl was similar to a state bank for the Muslims. According to M. A. Mannan this 

does not mean that it had all the functions of the present day central bank, but that whichever of 

these functions did exist in their primitive forms were performed by it. Administration of Bayt 

al-Māl was always in the hand of one person. 

At the provincial level, the utmost head of the Bayt al-Māl was the governor of the province. He 

was in charge of collection and administration of the revenue. The central Bayt al-Māl was 

situated at the capital of the state so that it could be under the direct control of the Caliph. 

3) The last and most important type of Bayt al-Māl was also a public treasury and it is 

called Bayt-u Māl al-Muslimîn, or the treasury of the Muslims. In reality, it was not only for the 

Muslims; its function, M. Mannan states, included the welfare of all the citizens of the Islamic 

state regardless of their caste, color or creed. 

The function of this Bayt al-Māl consisted of maintaining public works, roads, bridges, mosques, 

churches and the welfare and provision of the poor. This Bayt al-Māl was situated at the chief 

mosque and was administered by the Chief Qāḍī at the provincial level.  

Sources of wealth in the Bayt al-Māl 

According to A. Ghazali, the wealth collected by Bayt al-Māl for the various expenses can be 

categorized into special wealth and general wealth.  

Special wealth includes all revenues that are determined by the Shari‘ah. This wealth cannot be 

spent on any other purposes except for those stated in the Holy Qur’an and Sunnah. The main 

item under this category is zakāt which, according to the Shi‘i jurisprudence view includes nine 

assets. For example, according to Ayatollah Khomeini zakātable assets include wheat, barley, 

date, raisins, gold, silver, camel, cow and sheep. Each of these items after reaching certain 

amount becomes zakātable. 

General wealth consists of all wealth collected by the Bayt al-Māl with the exception of Zakāt, 

such as dfferent types of taxes.  
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Zakāt 

The word zakāt has been traced to verbs that in English translate most closely as "to be pure" (as 

in the verse qad aflaha man tazakkā, i.e. Prosperous is he who has sought purity (87:14). 

Thus, giving zakāt is seen as an act of purification for one's soul from e.g. selfishness and 

greediness. Others have emphasized its link to the verbs "to grow" and "to increase" and have 

interpreted the giving of zakāt as leading to a significant increase of blessings in terms of 

material property in this world and of spiritual merit for the hereafter.  

It is recognized that only wealth above a certain minimum level and held for certain period of 

time obligates its owner to pay zakāt. According to Imam Khumainî a large number of items are 

exempted. Although the center piece of Islamic Public Finance is zakāt, its coverage, rates, 

beneficiaries and administration have been a controversial problem among Muslim scholars from 

different schools of Islam. 

Coverage 

In contrast to the majority of Shi‘a jurists, it is generally agreed among Sunni scholars that the 

coverage of zakāt has to be extended to forms of wealth not known in the early days of Islam. 

According to M. N. Siddiq, shares and securities, saving in the form of insurance premiums and 

provident funds, rented buildings and vehicles on hire, machinery and other capital goods are 

taxable. He states: Many issues continue to be controversial, one of them being the zakāt on 

machinery and capital goods. Mawdudi regards only the marketable produce of industrial units to 

be subject to 2.5% annual tax, and all other merchandise such as capital goods and machinery 

installed in these units are exempted from zakāt. Akram finds this view to be inconsistent with 

Mawdudi's opinion on the zakāt of shares in industrial concerns.  

Rates 

In contrast to the ‘ulamā who generally have the same opinion regarding the rates of zakāt as 

permanently fixed by Islamic law, a number of recent writers, such as M. N. Siddiq, argue in 

favor of making these rates open to change by the state. He further states: “One of the major 

roles of progressive taxation in a modern economy is an equitable sharing of the burden of 

raising income for the state. Progressive taxation ensures equitable sharing of this burden. As the 
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need for such income is likely to go on increasing, there is no possibility of doing away with 

progressive taxation.”  

Distribution of the Zakāt by the Bayt al-Māl 

There are eight categories of the recipients of the Zakāt funds: 

1. Poor: Those who do not have enough for their basic needs. 

2. Destitute: Those who become weaker or who are under hardship of insolvency and are 

keeping their conditions hidden from others. The people who fall under this category are those 

who have no control over changing their financial conditions and are victims of circumstances. 

3. Zakāt collectors: They are to be paid only according to the prevailing wages, that is, 

commensurate with other jobs which require a similar amount of time and energy. 

4. Those who need special attention and kind treatment in order to win their hearts: There are 

three main categories: a) Muslims who are wavering, including the newly-converted Muslim, b) 

Muslims living in border areas who need stronger support for defence, and c) Non-Muslims who 

agree not to fight against Muslims and/or otherwise become helpful to the Muslims and/or the 

Islamic state. 

5. Freeing human beings from bondage. 

6. Those unable to pay their debts. 

7. Spending in the cause of Allah. 

8. Travellers who run out of money and the handicapped.  

There is a different opinion regarding disbursement of zakāt revenue among the various groups 

of the beneficiaries listed in the Qur'an. According to M. N. Siddiq some ‘ulama insist on direct 

transfer payments to the beneficiaries. 

Some permit the zakāt benefits to flow to the beneficiaries indirectly through institutions 

providing needed services. Some scholars believe that if the beneficiaries are the deprived, the 

officers in Zakāt administration and those whose hearts are to be won over zakāt revenue must be 

transferred directly and the rest can receive the benefits indirectly. 
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Islam maintains that the application of the zakāt institution will minimize the unfairness between 

the “haves” and the “have-nots”. Hence, it leads to a more equal situation for society as a whole. 

However it is the role of the Bayt al-Māl to help zakāt recipients to become zakāt payers. This 

need not necessarily be in monetary forms.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Unit-III Economics and History 

1. Interest Free Banking in Islam: Principles 

Interest Free Banking is also known as Islamic banking which simply refers to a state of affairs 

wherein the financial institutions and the clients have to fulfill the relevant principles of Islamic 

Shari’ah. Islamic Banking distinguishes from conventional banking in four basic principles: 

1. Interest Free Transactions 

2. Risk Sharing 

3. Asset and Service Banking 

4. Contractual Certainly 

The important part of the Islamic banking system is the prohibition on collecting Riba (interest 

or usury). It also prohibits trading in financial risk because this seen as a form of gambling, 

which is forbidden in Islam. Another prohibition under the Shariah is that Muslims cannot invest 

in businesses that are considered Haram (forbidden or sinful) such as those that sell alcohol, 

pork, engage in gambling or produce un-Islamic media. 

Islamic banking reflects the movement towards eliminating the role of interest in human society, 

in keeping with the teachings of Islam. They mobilize resources through Shariah compatible 

ways. The most important of these are demand and investment deposits as well as shareholders 

equity. Demand deposits normally do not participate in profit or loss to the banks and their 

repayment is guaranteed. In contrast with this, investment deposits are mobilized on the basis of 

profit/loss sharing. This should motivate the depositors to monitor the affairs of their banks more 

carefully and to punish them by withdrawing their deposits if the banks performance is not up to 

their expectations. Islamic banks are, therefore, under a constraint to manage their risks  more 

effectively. 

An Islamic bank is a deposit taking banking institution whose scope of activities includes all 

currently known banking activities, excluding borrowing and lending on the basis of interest. On 

the liabilities side, it mobilizes funds on the basis of a Mudarabah or Wakalah (agency) contract. 

It can also accept demand deposits, which are treated as interest free loans from the clients to the 

bank and which are guaranteed. On the assets side, it advances funds on a profit and loss sharing 



or a debt creating basis, in accordance with the principles of the Shariah. It plays the role of an 

investment manager for the owners of time deposits, usually called investment deposits. In 

addition, equity holding as well as commodity and asset trading constitute an integral part of 

Islamic banking operations. An Islamic bank shares its net earnings with its depositors in a way 

that depends on the size and maturity of each deposit. Depositors must be informed beforehand 

of the formula used for sharing the net earnings with the bank. 

Principles of Islamic banking: 

Interest Free-Banking in Islam is based on the following principles: 

1. Pre-determined loan repayments as interest (Riba) os prohibited: 

Any predetermined payment over and above the actual; amount of principal is prohibited. Islam 

allows only one kind of loan and that is Qard al Hassn (literally meaning good loan), whereby 

the lender does not charge any interest or additional amount over the money lent. 

2. Profit and loss sharing/Risk sharing: 

The principle here is that the lender must share in the profits or losses arising out of the 

enterprise for which the money was lent. Islam encourages Muslims to invest their money and to 

instead of becoming creditors. Islamic finance is based on the belief that the provider of capital 

and the user of capital should equally share the risk of business ventures, whether those are 

industries, service companies or simple trade deals. Translated into banking terms, the 

depositors, the bank and the borrower should all share the risks and the rewards of financing 

bushiness ventures. 

3. Making money out of money is unacceptable and all financial transactions must be 

asset backed: 

Making money from money is not Islamically acceptable. Money, in Islam, is only a medium of 

exchange, a way of defining the value of a thing. It has no value in itself, and therefore should 

not be allowed to generate more money, via fixed interest payments, simply by being deposited 

in a bank or lent to someone else. Accordingly, money advanced to a business as a loan is 



regarded as a debt of the business and not capital. Muslims are encouraged to spend and/ or 

invest in productive investments and are discouraged from keeping money idle. 

4. Uncertainty is prohibited: 

Gharar (uncertainty, risk or speculation) is also prohibited, and so many transaction entered into 

should be free from these elements. Contracting parties should have perfect knowledge of the 

counter values intended to be exchanged as a result of their transactions.  

5. Only Shari’ah approved contracts are acceptable 

All economic agents have to work within the ethical system of Islam. Islamic banks are no 

exception. As such, they cannot finance any project that conflicts with the Islamic moral value 

system. For example Islamic banks are not allowed to finance a wine factory, a casino, a night 

club or any other activity prohibited by Islam or known to be harmful to society. 

6. Islam encouraged trade and commerce, and the attitude of Islam is that there should be no 

hindrance to honest and legitimate trade and business. It is the duty for Muslims to earn a 

living, support their families and give charity to those less fortunate. Muslims have a 

moral obligation to conduct their business activities in accordance with the requirements 

of their religion. They should be fair, honest and just towards others. 

Features of Islamic Banking: 

1. The relationship between the bank and its customer is not one between a debtor and a 

creditor, rather, it means sharing risks and rewards. 

2. An Islamic bank keeps separate accounts for its own capital and deposits to avoid mixing 

its own share of profits with those belonging to depositors and distributes them 

proportionately according to the profit and loss sharing agreement. 

3. Unlike conventional banks, Islamic banks do not offer cash loans; rather, they grant 

facilities based on either Islamic contracts with uncertain returns, such as Musharakah 

(partnership), Mudarabah (co-partnership), Murabaha (cost plus sale), Ijarah (Leasing) 

etc. 

4. Islamic banks are multi-purpose institutions. They perform the roles of commercial, 

investment, and development banks. Based on its resources, an Islamic bank is involved 



in short term operations just like a commercial bank or participates in medium and long 

term investments just like a development bank or a non bank financial institution. 

5. Islamic banks are supposed to contribute to the development of the whole society. 

Although making a profit is important, it is not the main objective of finance in Islamic 

banking. An Islamic bank stresses the realization of socio-economic goals without any 

violation of Shari’ah law. 

6. Islamic banking is based on shares. To mobilize funds, Islamic banks receive term 

deposits with uncertain interest rates and then, on behalf of depositors, consolidate these 

funds with their own resources to offer facilities to applicants based on contracts with 

either certain or uncertain profits. Eventually, they share the realized profits in 

accordance with the agreement between the bank and the depositors. 

7. An Islamic banking system is supposed to comply with high moral values. 

8. In addition to the existing audits conducted in conventional banks, an Islamic supervisory 

board usually audits Islamic banks to ensure their compliance with Shari’ah law whole 

absorbing funds and making investments; however, this may differ across countries. 

 

2. Modern Economic Thinkers: An Introduction of the Contribution of Ausaf Ahmad 

and Muhammad Nejatullah Sidiui 

Ausaf Ahmad 

Dr. Ausaf Ahmad is the world renowned Islamic finance expert. He was a kind, simple and 

knowledgeable teacher who had a very deep knowledge of the subject with critical 

understanding. He was very well versed and proficient in both Urdu and English languages, a 

prolific author and speaker. He was born in India in 1945. He was known for his pioneering 

work in Islamic economics and was associated with the Jeddah based Islamic Development Bank 

(IDB) as a senior economist for more than two decades. Here returned to India in 2005 and then 

joined Institute of Objective Studies (IOS). He held masters degree in economics from Lucknow 

University, an M.Phil from Jawahar lal Nehru University, New Delhi and a Ph.D in economics 

from Northern Illinois University in the United States, where he studied from 1974 to 1977. He 

also observes at the historic Aligarh Muslim University and Jamia Millia Islamia. His research 

papers included over 25 papers and 15 books. Many of these have been translated into other 



languages, including Urdu, Arabic, French and Italian. His main area of research was economics 

of development, public finance monetary policy and Islamic banking. He has written many 

books on Islamic banking and contemporary issues among which most important are towards an 

Islamic Financial Market. Contemporary practices of Islamic financing techniques, structure of 

deposits in some selected Islamic banks, development and prospects of Islamic bank issue in 

social and economic development in addition to some books in Urdu language. Some of his 

famous publications include challenges facing Islamic Banking, structure of deposit in selected 

Islamic Banks and towards an Islamic financial market: A study of Islamic banking and finance 

in Malaysia, Islamic finance and economic development, “Instrument of regulation and control 

of Islamic banks and Indian Muslims; issue in social and economic development”.  He died at his 

residence at Noida, near New Delhi, on Thursday, January22, 2015at the age of 70. 

 

Nejatullah Sidiqi  

Muhammad Nejatullah Siddiqi occupies a position of esteem amongst the founders of the 

nascent discipline of Islamic economics. He has sought to respond to the many challenges that 

the modern economic system poses for Muslims. He has discussed economic rationality assumed 

by modern economics and indicated the various ways in which this concept must be modified 

and made it broader before it is to be applied in a diverse set up of an Islamic society. 

Economic Enterprise in Islam 

Economic enterprise in Islam is one of the major economic themes discussed by Nejatullah 

Siddiqi that there is no way of achieving the welfare of the one without co- coordinating it with 

the interests of the other. The society that neglects the Hereafter can never achieve welfare in this 

life and it is only through the welfare of the worldly life that the welfare of the other world could 

be expected to adorn human achievement. 

Ends of Economic Enterprise 

The economic policies should aim at furthering the all sided welfare denoted by the Qur’anic 

conception of falah. This principle directly relates the economic policies with the moral values. 

Nejatullah Siddiqi writes: To achieve falah, economic activities must be morally directed 



Justice and Benevolence as the Bases of Entrepreneurial Behavior 

 According to Nejatullah Siddiqi the nature of the Islamic system starts with a few basic values 

which are themselves the reflection of the Islamic norms of goodness and wellbeing, and seeks to 

make the entire life activity a realism of these values. The Qur’an ordains us to observe this 

principle throughout our lives. This principle has impact upon even the purely private and 

individual aspects of human personality; its main concern is with the social life.  

The Market under the Influence of the Islamic Spirit 

Nejatullah Siddiqi observes that Islam does not propose to suppress the market mechanism 

completely neither does it regard the working of this mechanism as a sure method to bring about 

the desirable results. Unlike Capitalism it possesses clearly defined norms for economic activity. 

Islam requires a particular type of behavior from the economic agents, the consumer and the 

producers. Under the influence of Islamic spirit a rational Islamic individual would order this 

behavior with a view to achieving maximal conformity with the Islamic norms. 

Muslim Entrepreneur and the Economy 

A Muslim entrepreneur seeks to earn a descent living through business enterprise and also to 

serve the society through his business Nejatullah says: Co-operation amongst producers may take 

such forms as dissemination of knowledge regarding the needs of society or specific industries 

and localities in particular…this co-operation is motivated by special service and satisfactory 

profits it will be different from monopolistic combinations and collusion detrimental to public 

interest. 

Establishment of the Interest-free Bank  

According to Nejatullah Siddiqi an interest-free bank would be established on the basis of 

Shirkat-e-Enan. The shareholders would finance enterprises and receive remuneration or profit-

earning services on the basis of partnership or mudharabah. The distribution of the bank’s profits 

should be proportionate to the size of capital investment. If the bank goes into loss in any year, 

no shareholder can escape his liability and must share the loss, in proportion to the size of his 

shares. Consent for the acquisition of additional capital (either on credit or on the basis of 

mudharabah), to promote and expend the bank’s business would be binding upon every partner 



to the bank. All major decisions regarding overall operation of the bank would be made with the 

mutual understanding of the partners. Every partner should have the right to withdraw from the 

partnership at any time. As soon as the bank receives notice of withdrawal efforts should be 

made to complete the amount of the bank’s collective business so that the partner’s share capital 

is returned along with the profit he has earned.  

Business of the Bank  

(i) Charged Services  

Nejatullah Siddiqi states that as income from these services may be more than their cost to the 

bank, they will be an important source of profit. In addition they will meet important social 

needs, in particular the needs of commerce 

(ii) Partnership and Mudharabah through Bank Capital  

Nejatullah Siddiqi observes that one way of profitably using capital is for the bank to become a 

partner in business with the entrepreneur. Both the entrepreneur and bank share in the investment 

and run the business. The paid representatives and experts of the bank work alongside the 

entrepreneur. At the completion of business or at the expiry of the fixed term or at the time of 

winding up of business, the profit or loss will be determined after completing the records of 

business.  

The Bank and the Owners of Capital 

Nejatullah Siddiqi holds the opinion that the bank will make the following contract with 

depositors who hold a mudharabah account. According to Nejatullah Siddiqi the loan account 

would be operated as current accounts and demand deposits operate in modern banks available to 

holders of current accounts. Nejatullah Siddiqi emphasizes that the bank should advance short 

term loans to business parties and not receive remuneration for this service.  

5. Sureties against Loans and the Creation of New Money 

 According to Nejatullah Siddiqi as far as securities are concerned, more or less the same 

conditions shall apply in an interest-free system as in the conventional interest- charging system. 

Finished or semi finished goods, goods in process of production or in transit, ready crops, 



commercial shares, certificates of ownership, plant or immovable properties, securities deposited 

in the banks etc. If the borrower becomes bankrupt, the bank has no way in practice of 

recovering the loan. In these circumstances according to Nejatullah Siddiqi the only solution is 

that society should itself undertake the responsibility of repaying a part or all of such loans. In an 

Islamic society such loans should be repaid from the zakat fund and the State should undertake 

the responsibility for their repayment. 

6. Central Bank 

Nejatullah Siddiqi emphasizes that in order to manage the country’s economic system, to 

supervise and guide the banks and to implement the monetary and commercial policies of the 

state there will be a central bank under state control, whose aim will not be to earn profit but to 

safeguard the public interest and to promote public good.  

7. Banking System and Public Finance  

According to NejatullahSiddiqi the policies of the Central Bank regarding money are subordinate 

to the major objectives of the State and formulated with those objectives in view. Like other 

modern states, an Islamic State would use the various usual means to build up its financial 

resources, including taxation, transaction of profitable business, and procurement of capital on 

the basis of mudharabah and partnership and borrowing. 

8. Bank Loans and Consumers 

Nejatullah Siddiqi states that in general, the banks will not experience any difficulty in giving 

loans of small amounts to trustworthy account holders. The loans advanced by the banks to their 

consumers will be based on the proposition determined for the advancement of loans in general. 

9. Insurance 

Muhammad NejatullahSiddiqi has tried to identify the basic principles of insurance, whether 

they do or do not fit into the Islamic system of life and also assessed the possible advantages 

accruing from their adoption. He has also reviewed the methods of application of these principles 

in modern times and shown how to safeguard against the ills associated with the present 

insurance system. He has made some valuable suggestions regarding the organization of 



insurance under the Islamic system. He holds the view that it is possible to organize insurance 

under an Islamic system in a way purified from all incompatible elements; it becomes a blessing 

for the society. 

Nejatullah Siddiqi has equally deliberated upon the economic enterprise in Islam where in the 

economic activities shall not be based on the prosperity of some only at the cost of deprivation of 

others in the society. He is of the opinion that there shall be moderation in fulfillment of needs 

and meeting liabilities and the economic activities shall not be devoid of gaining higher ends i.e. 

the pleasure of Almighty Allah. The system shall concentrate on justice and benevolence when it 

comes to entrepreneurship leaving no scope for dubious and gamble some transactions. He has 

also discussed the role of the state with regard to economy where in he is of the opinion that it is 

the responsibility of the state to provide for the minimum level of living for all human beings 

under its territorial jurisdiction. 

Dr. Nejatullah Siddiqi has touched different aspects of economics, be it the transactions between 

individuals, firms or state. He has worked towards developing a morality based economic system 

free from any malice, vagueness and dishonesty. 

3. Concept of History in Islam 

Is there an Islamic concept of history? To trace the Islamic concept of history is actually to trace 

the roots of the idea of history in Islam. As the primary theological and doctrinal sources of 

Islam, the texts gathered in the Qur’an contain many narratives about events of different societies 

over different ages. In fact, one of the suras (chapters) of the Qur’an, sura 28 is called Sura al-

Qasas (history or narration). Apart from this, other verses elsewhere in the Qur’an contain 

various forms of narratives about ancient generations and civilizations. The purpose is to give 

lessons to the people. The Qur’anic term for this is ‘ibra (example). In one of the verses, the 

Qur’an reads, “In their history, there is a lesson for those who possess intelligence” (Qur’an 

12:111). The term ibra is also used elsewhere in slightly different context such as in the 

phenomena of cattle (Qur’an 16:66) and the succession of day and night (Qur’an 24:44). 

However, the ground is the same, i.e., it carries the principles of education and lesson. In this 

sense, in so far as the Qur’anic notion is concerned, the concept of ‘ibra can be regarded as the 

most important precept to the later development of the idea of history in Islam. Apart from ‘ibra, 



there are other concepts that imply similar implications. The concept of ayat (signs) for example 

in the verse “We have set it up as a lesson (ayat). Do any of you wish to learn? (54:15) and “In 

Joseph and his brothers there are lessons (ayat) for the seekers” (12:7) and the concept of dhikr 

in “This should be a lesson (dhikra) for everyone who possesses a mind, or is able to hear and 

witness” (50:37). Ibn Khaldun was one of the earliest to properly use this concept. This can be 

seen from the very little of his magnum opus, the Muqaddimali-Kitab al- ‘Ibar.  

Second to the Qur’an is the Prophetic tradition, sunnah or hadith. This is about the sayings and 

the deeds of the Prophet (SAW). The Prophetic tradition gave a strong impetus to the later 

development of historiography in Islam. Theologically speaking, the deeds and sayings of the 

Prophet (SAW) are regarded as the second source next to the Qur’an. It is vital for Muslims to 

precisely record and document these Prophetic traditions for later generations to study and derive 

from their religious teachings and injunctions. History is very important from the ideological and 

educational perspective in addition to its importance as a discipline of knowledge and as 

information. The Qur’an teaches us, “Indeed in the stories of these men, there is a lesson for 

those who can think.” (Q 12:111) Educationally, then, for the new generations and ideologically 

for those who are committed to Islam as a way of life, it is very important to get the message of 

history which enlightens us in dealing with contemporary circumstances. Is it more correct to say 

Islamic history or Muslim history? Each description has its pros and cons. When you say 

“Islamic history” you care more about commitment to Islam and assessment according to Islamic 

criteria, since not everything which happened in the past or happens at present on the Islamic 

scene can really be considered Islamic. Historical events should be evaluated under such a term 

according to Islam whether they are social, cultural, political or economic. What may be positive 

in terms of a historical development or very important as a mere material accomplishment may 

or may not be something important from the viewpoint of Islam? Suppose that we have a very 

magnificent tomb made by Muslims, would you consider this Islamic or not? 

According to the classic Arabic historiographers, it is knowledge pertaining to a country, 

customs and manners of people, remains of the people of yore, as well as an account of the 

actions of those alive. Thus history as a science traces the rise and development of civilizations. 

Al-Kafiyaji in his Al-Mukhtasar fi ‘ilm al-Tarikh defines Tarikh as: Linguistically, Tarikh is the 

indication of time. In the customary usage and as a technical term, Tarikh is the general fixation 



of time, for the purpose of relating to it a time-section, either of the past, the present or the 

future.    

The Qur’an is full of references to accounts of the creation of Heaven and Earth, creation of man 

as well as to the stories of Ad and Thamud, the people of Nuh, Ibrahim, Musa and Isa (AS). It 

also throws light on the life of Muhammad (S.A.W.) and other important events of the history of 

Islam such as the battles of Badr, Uhud, Banu Nadir, Trench, truce of Hudaibiya, the conquest 

of Makka etc. Moreover, reference to contemporary world history is also found though only once 

i.e. when a prediction is made about the outcome of the struggle between the Byzantines and the 

Persians. Hadith, too, has references to the ancient nations, prophets and important events of the 

past. It illustrates on the various aspects of the life of Muhammad (S.A.W.) and at the same time 

highlights the virtues of his companions such as  Abu Bakr, Umar, Uthman, Ali, Salman al-Farsi 

(R.A.), to name a few.  

The science of genealogy is also one of the sources of historical literature. The Quran has 

approved it as a source of knowledge by declaring "Indeed we created you in tribes and clans so 

that you may recognize each other." It is to be noted that though this science was approved by 

the Qur’an, and though the Prophet (SAW) evinced his interest in it by once informing Uqba b-

Amir of the latter's genealogy pride on nobility and ancestral glory was forbidden by the former 

in the following terms, “Verily the noblest of you in the sight of Allah is he who is most pious 

among you,” and by the latter in these emphatic words: "Hence forward no Arab would claim 

superiority over a non-Arab only by reason of his being an Arab. All of you are descendants of 

Adam, and Adam was created of clay and dust”. 

In this context, the historical value of the record of the public census ordered by the Prophet 

(SAW) cannot be neglected. The record handed over to him contained the names of 1500 

believers. Every known collection of Islamic manuscripts includes a good proportion of 

historical works, which in itself is a fair indication of the importance attached by Muslim 

scholarship to history. A comparison between the output of historical literature by the Muslims 

before decay set in and the Islamic civilization began to decline and the histories written during 

or before that period by other people will show what great interest was taken by the followers of 

Islam in history. A similar comparison in the standards achieved will be equally illuminating. It 

would be no exaggeration to say that in the Middle Ages, history was itself a Muslim science. 

Their contribution is even more remarkable in view of the fact that the Muslims had inherited 



very meagre traditions on which they raised so glorious an edifice. For several decades, the 

Orientalists were not impressed with the Muslim traditions regarding the magnitude of ignorance 

in pre-Islamic Arabia. They saw in them an endeavor to exaggerate the achievement of Islam by 

belittling pre-Islamic Arab effort; even the silence of Muslim writers was suspect. Partly for this 

reason and partly with the desire to belittle the success of Islam in uplifting the Arabs, the 

Orientalists made strenuous efforts to find proofs of pre-Muslim attainments, but they did not 

discover much. A recent work portrays it "the cultural and economic level of the nomad 

population was, as it has always been, too low to support any literary effort." 

The Arabs did produce some poetry, a fact mentioned and recognized by Muslim authorities, but 

they had little conception of other branches of literature. They do not seem even to have a word 

for history. Some of the earlier writers have used the term akhbar for history; the singular form, 

khabar, is used even today for a report or information. This has been the meaning of the word in 

Muslim times; the earlier meaning of this word is obscure. As the name implies, akhbar is 

generally understood to mean a string, a collection, or, at best, a connected sequence of reports, 

and only in the last form does it achieve the form of a historical narration of events. The origin of 

the word tarikh, which is now generally used for history, is even more difficult to trace. Its root 

form perhaps came to be used in the Yemen in the pre- Islamic days, but, in all probability, it 

referred to time, not to history. 

This significance of the word has not yet been lost; indeed, the word tarikh is used more often in 

the meaning of a date than of history. It is obvious that without even a proper word for it, the 

Arabs could have little conception of history before the advent of Islam. They had a few stories 

of what they had considered to have been important or interesting events and vague, probably 

untrue, legends of the people who had inhabited the old ruins that were scattered in some parts of 

the peninsula. They lacked even a proper epic; indeed, they were a people with no consciousness 

of history. The Muslims, therefore, could not have drawn any inspiration for the development of 

a tradition of historiography from the pre-Islamic Arabs.  

The historical allusions in the Qur'an presented a challenge to the Muslim mind. The Muslims 

wanted to learn more about them, and thus began a search for more detailed information. It is 

true that with their limited resources and the condition of human knowledge in those days, the 

information collected by the early Muslims was not always accurate. Considerable legendary 

material, folklore, and mythology entered into their understanding of the historical facts 



mentioned in the Qur'an. A fertile source of legendary material was the Jewish tradition. The net 

gain was that historical curiosity had been aroused. Some of the earlier mistakes were never 

corrected, but others were discarded when critical faculties got sharpened by greater experience 

and knowledge.  

Historiography in the Muslim world had religious beginnings. It was religion that gave the 

Muslims their historical sense, and the requirements of developing a theology made it imperative 

for the Muslim theologians to undertake historical research and to lay down canons of evaluating 

historical data for eliminating doubt and error so far as it was humanly possible. It led them to 

explore the traditions of religions allied to their own which had preceded the mission of the 

Prophet in point of time. Indeed, historical studies started in Islam as a necessary adjunct of 

theological development. necessary, therefore, for the Muslims to cultivate a religious attitude 

towards history, which could not be discarded easily. Indeed, even when history ventured out 

into the courts of worldly monarchs, it was not able to overcome some of the conceptions 

developed in the cloisters of the mosques and the colleges of theology.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Unit-IV Sociology and Psychology 

 

1. Concept of Man and Society in Islam 

Human beings are gregarious by nature, so that sociability is inherent in them. This is a fact 

acceptable without much debate. Both history and recent archeological discoveries prove that 

man has always lived a social life. The evidence refers to the eras in which man has lived. 

Moreover the Qur'an repeatedly mentions this fact in numerous verses and in the most 

convincing manner. 

The Qur’an says in the following verses: “So their Lord accepted their prayer: That I will not 

waste the work of a worker among you, whether male or female, the one of you being from the 

other; they, therefore, who fled and were turned out of their homes and persecuted in My way 

and who fought and were slain, I will most certainly cover their evil deeds, and I will most 

certainly make them enter gardens beneath which rivers flow; a reward from Allah, and with 

Allah is yet better reward.” Aali ‘Imran, 3:195 

Man and His Social Growth 

When human society came into existence, it did not assume a perfect form to make growth and 

improvement also of all spiritual matters and of everything connected with man. Human society, 

like other human intellectual and spiritual matters constantly moves towards perfection in step 

with his material and mental attainments. 

In fact the peculiarity of man, i.e. his gregarious nature should not be considered an exception to 

his other peculiarities, so as to allow us to claim that it assumed a perfect form the moment it was 

created. Rather it should be said that this quality, like all other human qualities which are related 

to the will power and science, has gradually attained perfection. 

Reflection about the condition of humanity makes us realize that the earliest form of human 

society has been the family which resulted from marriage. The basic factors in bringing about 

family living are the fact that a male cannot by himself ensure reproduction and upbringing of 

children, and that marriage ensures a lasting relationship based on the natural sexual necessity 

and compatibility of males and females. 



This in turn leads to employment, that is, a human being engages another as a medium to meet 

his needs, and dominates him and imposes his will upon him. 

This same employment gradually takes the form of the exercise of authority, thus creating the 

master of the house, head of the family, chief of a clan, and leader of a nation. 

Naturally, at first a person who was stronger and braver had priority, and later those who were 

braver and excelled in wealth and numbers of children secured this advantage and so on until 

headship was won by one who was better versed with the art of governing and politics. 

Gregariousness has never been separated from man, except that at the beginning he did not pay 

full attention to it, and he lived and grew by following his other characteristics, such as 

employment, defense etc. 

The Qur'an says: And people are naught but a single nation, so they disagree; and had not a 

word already gone forth from your Lord, the matter would have certainly been decided 

between them in respect of that concerning which they disagree. (Yunus, 10:19) 

First person, who made men fully aware of society, and turned independent attention to the 

maintenance of society, were the Prophets. 

Islam and Society 

Islam is undoubtedly the only religion that explicitly lays down the foundation of its invitation 

on society, and has by no means neglected its emphasis on social matters in any of its aspects. 

The position of religions which have been disregarded by Islam, such as idolatry, dualism, 

Sabeanism and Manichaeanism is more obvious. 

History offers no more explanation about former civilized and uncivilized nations than this point, 

that they have inherited and followed this matter from the oldest human times, namely, that their 

society has been created through necessity, and individuals gathered together under one society, 

i.e. a despotic rule and kingly dominion. Various national and international gatherings lived a 

sovereign flag. 

Past nations followed this way with the aid of the factors of heritage and environment, without 

paying particular attention to society or even subjecting it to discussion and practice. 



Even great nations such as the Roman and Persian Empires which held great sway over the world 

at the rise of religious light and its widespread, did not heed this matter. These two governments 

took the form of the rule of Caesars in Rome, and Kings in Iran, and had gathered their nations 

under their royal flags, and society too, was subordinate to governments in its growth, its pause, 

or its stagnation. 

It should not be omitted that a series of social discussions have remained from the predecessors, 

as seen in the writings of past scholars like Socrates, Plato, and Aristotle. But these writings were 

never put into practice, and in other words, they were a set of mental images and fanciful 

pictures which never reached the world of reality. This claim is borne out by historical evidence. 

On the basis of the point we see that the first call which reached human ears to the effect that the 

question of society was an independent matter which should be removed from the corners of 

negligence, imitation and dependence, was a call begun by the founder of Islam in the world. 

The leader of Islam by means of the holy verses revealed to him, invited people as a group to 

move towards a happy and clean life. 

The Qur'an proclaimed its invitation in two ways: 

1. A call on the principle of social life and unity. Citing from the Holy Qur’an: 

And do not approach the property of the orphan except in the best manner until he attains his 

maturity, and give full measure and weight with justice-- We do not impose on any soul a duty 

except to the extent of its ability; and when you speak, then be just though it be (against) a 

relative, and fulfill Allah's covenant; this He has enjoined you with that you may be mindful. (Al 

An’aam, 6: 152) 

And be not like those who became divided and disagreed after clear arguments had come to 

them, and these it is that shall have a grievous chastisement. (Aal-‘Imraan, 3: 105) 

Surely they who divided their religion into parts and became sects, you have no concern with 

them; their affair is only with Allah, then He will inform them of what they did. (Al 

An’aam, 6:159) 

2. Instructions for making an Islamic community on the basis of unity and mutual adherence to 

safeguard spiritual and material interests of that community and its defense. Citing from the Holy 

Qur’an: 



The believers are but brethren, therefore make peace between your brethren and be careful of 

(your duty to) Allah that mercy may be had on you. (Al Hujaraat, 49:10) 

And obey Allah and His Messenger and do not quarrel for then you will be weak in hearts and 

your power will depart, and be patient; surely Allah is with the patient. (Al Anfaal, 8:46) 

O you who believe! do not violate the signs appointed by Allah nor the sacred month, nor 

(interfere with) the offerings, nor the sacrificial animals with garlands, nor those going to the 

sacred house seeking the grace and pleasure of their Lord; and when you are free from the 

obligations of the pilgrimage, then hunt, and let not hatred of a people-- because they hindered 

you from the Sacred Masjid-- incite you to exceed the limits, and help one another in goodness 

and piety, and do not help one another in sin and aggression; and be careful of (your duty to) 

Allah; surely Allah is severe in requiting (evil). (Al-Maida, 5:2) 

Islam’s Respect for the Individual and Society 

In educating human beings and guiding them towards true happiness, Islam has paid close 

attention to this truth, that man is a single unique being for whom laws have been enacted. Islam 

has never established laws for a single individual. 

The true relation that exists between an individual and society produces a different “individual in 

society”. Of course to the extent that individuals assist the existence of such a society with all 

their powers and qualities, similar powers and qualities are produced in that society. 

Islam has endeavored to raise the dignity of society to such an extent that no such parallel can be 

found for it in any other religions or in the laws of civilized nations. For the training of 

individual morals and instincts, which are the roots of the creation of society, in spite of the 

power ethics and instincts engendered in society which dominate individual morals, has little 

chance of success. For this reason Islam has based on a social foundation all the most significant 

of its injunctions and divine decrees, such as pilgrimage, prayer, Jihad (struggle in the interest of 

Islam), almsgiving and in brief, all religious requirements. 

Islam has adopted true happiness, proximity to God and winning esteem at God's threshold as the 

goals of the Islamic society, and even of every other society which cannot naturally do without a 

common objective and goal, in society this goal is a strict internal watch (a sort of secret police) 

from which no human mind and nature remains hidden. 



2. Sociology of Islam: An Introduction 

 

Sociology is a broad subject and it becomes hard for the sociologist to define it. Sociology is 

defined as the study of society and human social action. It mainly concerns with the social rule 

which binds and separates different kind of people, groups, associations, institutions, etc. and it 

also studies the maturation of human social life. 

The scope of the sociology of Islam is wide and encompasses Islam as a faith and the draft of a 

social order, a civilization, and as the defining feature of a large segment of humanity that 

constitutes nearly one-fourth of the global population. Islam as a faith is based on the 196th 

exposition of beliefs, doctrines, norms and values, the Islamic view of human nature and the 

social order, institutional structure and cultural patterns, which are mentioned in the well 

preserved textual tradition like the Quran, the recorded statements and precepts of Prophet 

(Hadith), the exegetical and legal commentaries of the Quran, sociological study of the 

methodology of Hadith literature, biographical and historical sources (Prophet, Companions and 

Medina period), sociology of Islamic law, Islamic movements. In western perspective the 

sociology and anthropology of Islam are generally viewed as the comparative study of Muslim 

societies in an empiricist framework.  

Religion as a social institution is an integrating force and an identity of adherence to a society. It 

is a means for expressing collective beliefs and common values enhancing social commitment 

and solidarity. Islam being the world’s second-largest religion after Christianity, with more than 

1.85 billion, believers, has been the hot debatable topic for sociologists. Islam having the rich 

legacy of culture, civilization, language and ethics make imprints in every country around the 

world. Islam is not a racial or parochial religion confined to a particular race, tribe or people. Its 

teachings and principles are manifestly Universalist in character. The institutions of Islam are 

highly helpful and purposeful in bringing a good and harmonious society where all happily 

reside. The institution of Bait ul mal (State Treasury) is governing to uplift the poor and needy 

persons of the society. In Bai tul mal the institution of zakah is a great source of public economy 

and the compulsory levy on the wealth of a Muslim who is rich in wealth and property. Zakah 

literally means growth, nourishment and purity. It is the purification of wealth, heart, and self 

(Nafs). It is the best means to contribute towards social development on equitable basis. The 

burdens of society and state are collectively shared by its citizens, which results the diminution 



of socio-economic crisis. It also pays an opportunity for weaker and poor sections of the society 

to become socially and economically productive. The social order evolved by the Prophet 

Muhammad (SAW) during the century is a hallmark in the world history.  

Islamic Sociologists 

The various Muslim sociologist played their role in bringing forward the social model as framed 

by the Quran and adopted by the Prophet Muhammad (SAW) to ensure human brotherhood and 

welfare of all based upon the concept of justice to all. They made their efforts to present the true 

and real picture of Islam regarding the social, political, and economic matters which was 

defamed and over shaded by various elements. Some of the Muslim sociologists and their 

contributions in the field are mentioned below.  

Wali al-Din Abd al-Rahman 

Wali al-Din Abd al-Rahman Ibn Khaldun popularly known as Ibn Khaldun was born in Tunis in 

1332, in an Arab Muslim family. His monumental work, history of mankind known as Kitab al-

Ibar is based on his personal observations and reflections. In its Muqaddimah (Prolegomena), he 

discussed on the sociological themes like the influence of environmental conditions on society 

and human character, different forms of political organization and government, differences and 

characteristics of rural and urban populations, kinship, social solidarity, etc. The information 

contained in Muqaddimah has anticipated and influenced numerous modern theorists as well as 

classical sociologists. He discussed the theories on society, the basis of sovereignty or asabiyah, 

the rise and fall of states, and other themes of sociological nature.  

Ibn Khaldun 

Ibn Khaldun gives the social conflict theory in which he talks about the rise and fall of different 

societies and civilizations. The conflict exists as the consistent element between the rural and the 

urban societies. He finds the basis of social conflict in the social solidarity (asabiyah), which 

helps nomads to gain power as they conquer upon the highly civilized and developed cities. 

Asabiyah is expressed by means of associative sentiments, unity of purpose, community of social 

and economic interests, and oneness of feelings and emotions. The societies transform from 

primitive stage to civilized stage i.e., from rural to urban. Ibn Khaldun gives the three stages of 

rise and fall of societies Bedouin to Sedentary and ends at Senility.  

Al-Biruni (973-1048) 



Abu Rayhan al-Biruni was a polymath with wide ranging interests in astronomy, physics, 

mathematics, geography, history and comparative religion. His magnum opus Kitabal-Hind 

written between 1017 and 1031 is an encyclopedic compendium on Indian society, culture and 

religion. He travelled to India stayed for almost 13 years and was deeply inclined to its sacred 

language, religious beliefs and philosophy of Hinduism.  

Shah Wali-Ullah (1702-1763) 

Shah wali-ullah made quite serious attempt to find out the relationship between social, ethical 

and economic systems in his famous book Hujjat al-Allah al-Balighah. According to him, 

spirituality has two aspects; one is a personal relation of human being with God, another is man’s 

relation to his fellow-beings and no human being is fully spiritual who seeks only his own 

personal salvation in isolation from society. It is only in the social setup that the spirituality of an 

individual is expressed. He further discussed the social issues in his civilizational devices 

(Irtifaqat). 

Jamal al-Din Afghani (1838-1897) 

Jamal al-Din Afghani is unique among the Muslim thinkers of the modern age who continues to 

serve as a source of inspiration for many Muslim intellectuals, both traditional and modern, as 

well as the Muslim political elite of present day, in general. His views on individual and society 

and their mutual relationship are commendable. He discusses the rights and responsibilities of an 

individual towards society and the guidance of nature towards the services of society. His views 

are more empirical than idealistic. In the ethical ideas of Afghani the social values were placed 

above everything while judging individual conduct. 

Dr. Ali Shariati (1933-1977) 

Dr. Ali Shariati was an outstanding Muslim intellectual and a great contributor towards Political, 

Economic and Social fields. His sociological ideas conceptualize towards the understanding of 

Islam, Oneness of God (Tawhid), Man, Modernization, Marxism and Historical events.  The 

nature of his analysis was eclectic and his methods of investigating religion, thought and 

adoption was neutral and impartial. He was successful in bringing forth the real characteristics of 

Islamic civilization which contradictory to the European and Western frame of presenting the 

orthodox Muslim identity. His sociological ideas are based on the ideology of Tawhid – “a 

metaphysical/philosophical world view that observes the universe as one living organism imbued 

with ‘Self-Consciousness’ and ‘Will’ evolving a predetermined direction towards an utopian 



goal”. It signifies that there is no scope for dichotomies like ‘unity in Trinity’ of the three 

hypostases: God, Nature and Human. Humans have the basic responsibility to recognize and 

accept the reality of Tawhid.  Shariati posits the two dimensional nature of human being as his 

dialectical reality created of ‘clay’ and ‘spirit’, this contradiction caused the inward struggle and 

constant movement. The clay symbolizes stagnation and spirit movement towards perfection. 

Man’s nature (Fitra) lies between two opposite poles, a combination that creates an evolutionary 

movement of human being towards perception. He is the vicegerent (Khalifah) of God, superior 

to other creatures, and has been given the knowledge of names which even angles do not know. 

He derives and claims his supremacy and divinity on the basis of ‘knowledge’. Shariati’s ‘Ideal 

Man’ is one whose spirit overcomes clay. He is one who is the combination of a philosopher, 

politician, soldier, and sufi, synchronizing all qualities at once. He is one who holds the sword of 

a Caeser in his hand; heart of Jesus in his breast; thinks with the brain of Socrates and has God 

with the heart of Hallaj.  

Shariati’s lectures and discourses where collected in a book namely “On the Sociology of Islam 

(1979)” which shows that the fundamental sources of inspiration in his thoughts were the Quran 

and Prophet’s Sunnah. He believed that the knowledge including sociological knowledge should 

be imbued with a concern of social change, reconstruction and human welfare.  

It is clear from the above discussion that Sociology can be well studied from an Islamic 

perspective. Islam concerns itself with the wellbeing of humans in both their individual and 

social life. Therefore, it is quite obvious that a considerable number of Islamic teachings deal 

with the different aspects of human social life. Islam stresses the maintenance of cohesion of 

social life in all the more emphatic terms. It regards violating the rights of fellow human beings 

as unpardonable crime which will not be forgiven even by the creator unless forgiven by the 

victim. Being inspired by the Islamic emphasis on cohesive and cooperative social life, eminent 

Muslim scholars throughout history have grappled with the multiple aspects of human society. 

The Quranic social teachings and Prophetic deliberations coupled with the Muslim scholarship 

on society and its related aspects can be well-integrated to formulate Islamic Sociology.  

3. Islamic Psychology: An Introduction 

Psychology is a science which studies mental processes, experiences and behavior in different 

contexts. We use our mental processes when we think or try to solve a problem, to know or 

remember something. It is an internal, subjective, unobservable component, like thoughts, 



beliefs, feelings, sensations, perceptions, etc. Behavior is considered to be anything that an 

individual does, or any action that can be observed by others. The goals behind the subject are 

generally to describe, explain, predict, and control human behavior, mental processes, and 

emotions of a human being. It has been defined as the science of soul, mind, consciousness, and 

behavior. In 1590 Rudolf Goeckle used the word ‘Psychology’. The word Psychology is derived 

from the combination of Greek words “Psyche” means “Soul” and “Logos” means “Discursive 

Knowledge”, thus Psychology literally means the “Science of the Soul” which latter was 

substituted with more comprehensive way as “Science of the Mind”. Islam is the way of life 

having a comprehensive model for human beings which is incorporated with the spiritual, 

psychological, emotional and social aspects. The study of the soul; the ensuing behavioral, 

emotional, and mental process; and both seen and unseen aspects that influence elements are the 

issues of Islamic psychology.  

Islamic psychology is the realization of oneness of God–tawhid. To understand the human’s 

inner self-spirit, soul and heart are the main concerns of Islamic psychology. The two dimensions 

of Islam inner (batin) and outer (zahir), both are the subject of psychology. The inner (batin) 

dimension has four aspects: spirit, soul, heart, and intellect. Islamic psychology is based on 

knowledge and principle of guidance practiced and constituted in the divine law. Knowledge of 

self is main domain of the psychology. Islamic psychology relies on the Quranic teachings and 

principles for guidance, to which all aspects of human self and personality should be addressed. 

Islam states that the natural position of human being is a positive and good when one submit to 

God. Spirituality of a human being influences the all aspects of human behavior and experience. 

It formed the strong relationship between the Human being and God with believing in 

sacredness, unity, and transformation. All souls or spirits pledged with God before the existence 

of earth/universe and acknowledged Him as their Lord (Al-Quran: 7:172). Therefore, the 

spiritual aspect of every human being experienced the divine. Spiritual or religious aspect 

suggests what is right and what considered as wrong and emphasis more on the inner experience 

than the external. Through Islamic view the Nafs (self) has three dimensions: Nafs ammara; Nafs 

awwama; and Nafs mutma‘inna. For the development of personality and achieve self harmony 

the balancing of these three dimensions have a vital importance. The aim of Islamic psychology 

is to understand the different aspects of humans and the spiritual paths which establish strong 

relationship with our Lord and this begin with the meaning of life and purpose of life. The 



development of self is based on the cultivation of values and eradication of evils and for that the 

Quran and the teachings of Prophet Mohammad (SAW) are the fundamental sources.  

Nature of Human Beings 

Human beings are composed of Ruh (Soul); Qalb (Self); Nafs (Ego/Psyche) and Body. Human 

being has a unique position and place in the universe as he has been created to be different, these 

differences has been mentioned number of times in the Quran.  

The first and foremost concept of the inner nature of human being is Ruh (Spirit). In Quran while 

referring to various metaphysical varieties like angels, revelation or divine aspiration, the word 

Ruh has been mentioned. During the time of Prophet Mohammad (SAW) the question was 

raised, what is Ruh? and the Prophet in reply recites some verses of the Quran: They ask thee 

concerning ‘The ruh’  Say: The ruh is from the command of my Lord… (Al-Quran: 17:85). 

However, if we look into the other sections of the Quran, we will find some understanding about 

the nature of human. In Surat al-Hijr Allah says, Behold! Thy Lord said to the angels: “I am 

about to create human, from sounding clay, from mud, molded into shape; when I have fashioned 

him and breathed into him of My spirit, fall ye down in obeisance unto him  (15:28 9). 

The spirit is a mediator between the Divine Being and the conditioned universe. According to 

Ibn’ Arabi the uncreated aspect of ruh present in human being is essentially one with God. 

Hence human being is the perfect manifestation of divine attributes and names. The Sufis called 

human being (ruh) the Divine Form (al-surah al-ilahiyah) as the Prophet Mohammad (SAW) 

saying is, ‘God created Adam in His form’. The Divine nature becomes the content of human 

beings nature and human becomes His essential form. Al-Ghazzali compares Pure Being to sun 

and the human spirit to the elemental light; Pure Being is related to ruh as sun is related to 

elemental light. Sheikh Shihab al-Din al Suhrawardi designated the ruh as a ray of the Divine 

intellect. Al-Razi believes the ruh is eternal and the intellect of human being created from the 

Divine substance. Ibn Miskawayh declares that the essence of the soul is motion and this motion 

is of two kinds: one is towards intellect and other towards matter. A famous Islamic saying is 

that, “He who knows the ‘self’ knows his Lord”. Al-Ghazali provided the concrete and complete 

understanding of the concept of self. According to him the conception of the self is expressed in 

Arabic by four different terms: Aql (intellect, reason), Nafs (desire, nature), Ruh (soul) and Qalb 

(heart). The self fulfills the bodily needs through the motor (Muharrika) and sensory (Mudrika) 

powers. The two special tendencies are appetite (al-quwwat alshahwaniyya) and anger (al-



quwwat al-ghadabiyya). The former urges the body to strive for and obtain what is good for it. It 

includes hunger, thirst, sexual craving, etc. the latter urges the body to avoid or repel what is 

harmful to it.  

Heart (Qalb) plays significant role in human psychology. In one of the sayings of Prophet 

Muhammad (SAW), Heart is not merely a physical organ that pumps blood throughout the body; 

it also has a prominent spiritual role. If the heart is sound, the rest of the body will be sound, and 

the actions of the body will be pure and if the heart is diseased the body will lead unhealthy 

actions, vices and misbehaved. Qalb mentioned in the Quran many times refers to itself or to the 

chest that contains it. The root of the word ‘qalb’ refers to changing quickly or often. It does not 

remain constant or static, its changing nature is related to its levels of faith (Imaan). It is a 

‘super-sensory organ’ that is cognizant of metaphysical truths. Heat keeps both emotions and 

reasoning qualities, it is interconnected with the soul. The three main types of hearts are the 

healthy heart, the dead heart and the sick or defective heart. The healthy heart is free from the 

false desires and the desires which oppose the commands of God. It whole heartedly relies on 

Allah (God) alone and this type of heart is living, healthy and gentle heart (Al-Quran: 26:88-89). 

The healthy heart is the peaceful and comfortable heart free from the depression, anxiety and 

chaos. The dead heart is away from the path of truthfulness and is ignorant of its Creator, the 

Lord. It is the follower of the false beliefs and desires and is depth in the worldly pleasures. They 

reject the guidelines of the God which revealed unto them (Al-Quran: 39:45; 2:7, 74).  

Physical and Spiritual Practices 

Islamic spiritual practices seem to be widespread in the recent decades throughout whole world. 

The people suffering from many social and psychological problems and suffer from number of 

physical diseases which affect their happy and peaceful environment. They look for such kind of 

environment that will reduce their sufferings and bring back the environment of peace. The 

Islamic spiritual practices proved to be very helpful and motivated tool to overcome the 

sufferings. These practices help them to heal not only mental and emotional disorders but also 

physical problems. The Physical and Spiritual practices for solving the psychological problems 

include Mid-Day Nap (Qailulah), Prayer (Ibadat), Repentance (Tawbah), Renunciation and 

poverty, Trust in God (Tawakkul), Recollection (Dhikr), Meditation (Muraqaba), Religious 

Obligations (Faraid), and Access (Wird). The Mid-Day Nap is Sunnah and gives relaxation to 

the body in daytime. It is a remedy for sleeplessness as it is very conducive to total relaxation 



and sleep. Prayers (Ibadat) shield a votary against indecency and misbehavior. It also relaxes the 

body and keeps mind calm and peace. Prayer is a way which connects human being to his 

Almighty Creator – Allah. This will result to cope with stress and suffering. Repentance 

(Tawbah) is the first stage of spiritual journey as mentioned by different Sufi orders Renunciation 

and poverty not only means empty hand it also means empty heart. Trust in God (Tawakkul) is 

the eradication of self-will and its extreme is the renunciation of every personal initiative and 

volition, total passivity like that of a corpse in the hands of the washer. Recollection (Dhikr) 

means remembering, thinking of or mentioning. It is a plain way of worship without any 

mystical savior. It may be either spoken or silent but the best way according to sufi’s is that the 

tongue and mind should cooperate in recollection. The dhikr in sufi institution carries a multitude 

exercises (breathing, controlling respiration and sitting posture) along with remembering God. 

Meditation (Muraqaba) begins with the dhikr repeating the words like Allahu-Hadiri (God is 

present before me), Allahu-Naziri (God sees me), and Allahu-Mai (God is with me). Then the 

meditate person meditates upon some verses of Quran. Religious Obligations (Faraid) are the 

rituals like Salaat (Prayer) and Tilawat (Recitation of Quran). All sufi orders greatly emphasized 

on the rituals and obligations. Access (Wird) means something that can be called as Hizb or 

Wazifah. In spiritual terminology it opens with a collective recitation, in a loud and rhythmic 

voice of a series of formulas taken from the Quran with a certain number of times – 3, 7, 11, 29, 

33, 100, or 1000 times. It is a sense of renewing the pact made with the Shaykh, with the Prophet 

Muhammad (SAW) and with the God Himself. 

The Quran and Prophetic traditions are replete with allusions to various aspects of human 

psychology. The nature of human nature, inherent strengths, and weaknesses of human beings as 

well as the psychological basis of human activities all are well grappled in the sources of Islam. 

Besides, Muslim scholars in both medieval and modern times have done commendable work in 

engaging with human psychology from an Islamic perspective. 

 

 

 


